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Allowance for Equity Funds Used During Construction increased $5 million primarily due to the following: 
o A $9 million increasedueto prioryear FERC audit findings. 
This increase was partially offset by: 
e A $5 million decrease due to a decrease in CWIP. 
I®terest Expense increased $8 million primarily due to higher long-term debt balances. 
Hmcome Tax Expense increased $4 million primarily due to higher pretax book income. 
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 
2020 2019 

REVENUES 

Transmission Revenues $ 61.3 $ 50.3 
Sales to AEP Affiliates 233 7 193 2 
Other Revenues 06 -
TOTAL REVENUES 295 6 243 5 

EXPENSES 
Other Operation 23.8 17.0 
Maintenance 32 32 
Depreciation and Amortization 56.0 40 3 
Taxes Other Than Income Taxes 50.4 414 
TOTAL EXPENSES 133 4 101 9 

OPERATING INCOME 1622 141 6 

Other Income (Expense): 
Interest Income - Affiliated 08 07 
Allowance for Equity Funds Used During Construction 162 11.3 
interest Expense (29.6) (21 7) 

INCOME BEFORE INCOME TAX EXPENSE 149 6 1319 

Income Tax Expense 31 8 27 6 

NET IN(JOME $ I 17 8 $ 1043 

See Condensed Notes to Condensed Fmancial Stalemenls of Registrants beginning on page l I 0. 
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN MEMBER'S EQUITY 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Paid-in Retained 
Capital Earnings i'otal 

TOTAL MEMBER'S EQUITY - DECEMBER 31,2018 $ 2,480.6 $ 1,089.2 $ 3,569.8 

Net Income 104.3 104 3 

l'O'IAL MEMBER'S EQLITY-MARCH 31,2019 $ 2.4806 $ l,1935 $ 3,674 1 

l'OTAL MEMBER'S EQI.TI'Y - DECEMBER 31,2019 $ 2.480 6 $ l,528 9 $ 4,009 5 

Capital Contnbution from Member 185.0 185 0 
Net Income 117.8 117.8 

TOTAL MEMBER'S EQUII'Y - MARCH 31,2020 $ 2.665 6 $ 1,646.7 $ 4,312 3 

See Condensed Notes to Condensed Financial Statements of Regtsfl·ants begimmg on page H() 
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

ASSETS 
March 31,2020 and December 31, 2019 

(in millions) 
(Unaudited) 

March 31, December 31, 
2020 2019 

CURRENT ASSETS 
Advances to Affiliates $ 128.4 $ 85.4 
Accounts Rcceivable: 

Customers 19.3 19.0 
Affiliated Companies 87 8 66 1 

Total Accounts Receivable 107.1 85 1 
Materials and Supplies 134 13 8 
Accrued Tax Benefits 0.1 9.3 
Prepayments and Other Current Assets 3.4 3.8 
TOTAL CURRENT ASSETS 252.4 197.4 

TRANSMISSION PROPERTY 
Transmission Property 8,406 4 8,137 9 
Other Property, Plant and Equipment 278 5 269 6 
Construction Work in Progress I,536.3 1,485.7 
Total Transmission Property 10,221.2 9,893.2 
Accumulated Depreciation and Amortization 445 8 402.3 
TOTAL TRANSMISSION PROPERTY - NET 9,775.4 9,490.9 

OTHER NONCURRENT ASSETS 
Regulatory Assets 2.5 42 
Deferred Property Taxes 165.1 193.5 
De fei red Charges and Other Noncurrent Assets 45 4.8 
TOTAL OTHER NONCURRENT ASSETS 172 1 202.5 

TOTAL ASSETS $ 10,199.9 $ 9,890.8 

See Condensed Noles to Condensed lrinancial Statements of Registrants beginning on page 110 
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIAR]ES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND MEMBER'S EQUITY 
March 31,2020 and December 3 I, 2019 

(in millions) 
(Unaudited) 

Marci] 31, December 31, 

2020 2019 
CURRENT LIABILITIES 

Advances from Affiliates $ 297.4 $ 137.0 
Accounts Payable 

General 334.2 493.4 
Affiliated Companies 73 7 71.2 

Accrued Taxes 308.6 355.6 
Accrued I nterest 38.6 19.2 
Obligations Under Operating Leases 21 21 
Other Current Liabilities ]70 14.6 
TOTAL CURRENT LIABILITIES 1,071.6 1,093.1 

NONCURRENT LIABILITIES 
Long-term Debt - Nonaffiliated 3.427.8 3.427.3 
Deferred Income Taxes 834.7 817.8 
Regulatory Liabilities 551.6 540.9 
Obligations Under Operating Leases 1.6 1.9 
Deferred Credits and Other Noncurrent Liabilities 03 03 
TOTAL NONCURRENT LIABILITIES 4,816.0 4,788.2 

TOTAL LIABILITIES 5,887.6 5,881.3 

Rate Matters (Note 4) 
Commitments and Contingencies (Note 5) 

MEMBER'S EQUITY 
Paid-in Capital 2,665.6 2,480.6 
Retamed Earnings 1,646 7 I,528 9 

TOTAL MEMBER'S EQUITY 4,312.3 4,009 5 

TOTAL LIABILITIES AND MEMBER'S EQUITY $ 10,199 9 $ 9,890.8 

See Condensed Notes to Condensed Financial Statements of Registi·anfs begoimng on page NO 
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AEP TRANSMISSION COMPANY, LLC AND SUBSIDIARIES 
CONDENSED CONSOUDATED STATEMENTS OF CASH FLOWS 

For the Three Months Ended IMarch 31,2020 and 2019 
(in millions) 
(Ilnaudited) 

Three Months Ended March 31, 
2020 2019 

OPERATING ACTIVITIES 
Net Income $ 117.8 $ 1043 
Adjustments to Reconcile Net income to Net Cash Flows from Operating Activities: 

Depreciation and Amorttzation 56 0 40 3 
Deferred Incoine Taxes 137 145 
Allowance for Equity Funds Used During Construction (16.2) (11 3) 
Property Taxes 28 4 23 2 
Change iii Other Noncurrent Assets 2.4 27 
Change in Other Noncuirent Liabilities 06 22 
Changes in Certain Components of Working Capital: 

Accounts Receivable, Net (22 0) (8 2) 
Materials and Supplies 04 (0 6) 
Accounts Payable 22 7 114 
Accrued Taxes, Net (37 8) (32 1) 
Accrued Interest 194 192 
Other Current Assets 04 04 
Other Current I.iabilmes 12 02 

Net Cash Flows from Operating Activities 187 0 166.2 

INVESTING ACTIVITIES 
Construction Expenditures (491 5) (365 0) 
Change in Advances to Affiliates, Net (43 0) 23.4 
Acquisitions of Assets (I 7) (2 5) 
Other Investing Activities 3.8 03 
Net Cash Flows Used for Investing Activities (532 4) (343 8) 

FINANCING ACTIVITIES 
Capital Contributions from Member 1850 -
Change in Advances from Affiliates. Net I 60 4 1777 
Other Financing Activities - (0 1) 
Net Cash Flows from Financing Activities 345 4 1776 

Net Change in Cash and Cash Equivalents - -
Cash and Cash Equivalents at Beginning of Period - -

Cash and Cash Equivalents at End of Period $ - $ -

SUPPLEMENTARY INFORMATION 
Cash Paid for Interest, Net of Capitalized Amounts $ 93 $ 16 
Net Cash Paid (Received) for Income Taxes 0] (12) 
Construction Expenditures Included m Current Liabilities as of March 31, 290 6 2611 

See Condemed Notes to Condensed Fmancial Statements of Registrants beginning on page l 10 
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APPALACHEAN POWER COMPANY 
AND SUBSIDIARIES 
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES 
MANAGEMENT'S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS 

RESULTS OF OPERATIONS 

KWh Sales/Degree Days 

Summary of KWh Energy Sales 

Three Months Ended March 31, 
2020 2019 

(in millions of KWhs) 
Retai I: 

Residential 3,169 3,587 
Commercial 1,477 1,596 
Industrial 2,237 2,336 
Miscellaneous 207 219 

Total Retail 7,090 7,738 

Wholesale 472 816 

Total KWhs 7,562 8,554 

Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact of weather on 
revenues. 

Summary of Heating and Cooling Degree Days 

Three Months Ended March 31, 
2020 2019 

(in degree days) 
Actual - Heating (a) 953 1,252 
Normal - Heating (b) I,324 1,312 

Actual - Cooling (c) 20 -
Normal - Cooling (b) 6 7 

(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Cooling degree days are calculated on a 65 degree temperature base. 

63 

Sponsored By: Michael Baird 

4705 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 79 of 351 

First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Net Income 
(in millions) 

First Quarter of 2019 $ 133.7 

Changes in Gross Margin: 
Retail Margins 14.3 
Margins from Off-system Sales (0.6) 
Transmission Revenues 1.4 
Other Revenues 1.8 
Total Change in Gross Margin 16.9 

Changes in Expenses and Other: 
Other Operation and Maintenance 14.1 
Depreciation and Amortization (9.7) 
Taxes Other Than Income Taxes (2.0) 
Interest Income (0.5) 
Allowance for Equity Funds Used During Construction 0.7 
Non-Service Cost Components of Net Periodic Benefit Cost 0.4 
Interest Expense (3.8) 
Total Change in Expenses and Other (0.8) 

Income Tax Expense (34.5) 

First Quarter of 2020 $ 115.3 

The maior components of the increase in Gross Margin, defined as revenues less the related direct cost of fuel. including consumption of 
chemicals and emissions allowances, and purchased electricity were as follows: 

· Retail Margins increased $14 million primarily due to the following: 
A $17 million increase due to customer refunds related to the 2018 Tax Reform. This increase was partially offset in Income Tax 
Expense (Benefit) below. 
A $14 million increase in deferred f'uel primarily due tothe timing of recoverable PJM expenses. This increase was offset in other 
expense items below. 

• A $12 million increase due to the impact ofthe 2019 WVPSC order which required the Company to OITset Excess ADIT not subject 
to normalization requirements against the deferred fuel under-recoveiy balance in 2019. 
A $10 million increase due to a base rate increase in West Virginia that was partially offset in Depreciation and Amortization 
expenses below. 
A $4 million increase due to revenue primarily from rate riders in West Virginia. 

These increases were partially offset by: 
• A $33 million decrease in weather-related usage primarily driven by a 24% decrease in heating degree days. 
• A $9 million decrease in weather-normalized margins occurring across all retail classes. 
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Expenses and Other and Income Tax Expense (Benefit) changed between years as follows: 

• Other Operation and Maintenance expenses decreased $14 million primarily due to the following: 
• A $5 million decrease in maintenance expense at various generation plants. 
• A $5 million decrease in employee-related expenses. 
• A $4 million decrease in PJM expenses primarily related to the annual formula rate true-up. 
• A $4 million decrease in storm and vegetation management services. 
These decreases were partially offset by: 
• A $5 million increase in recoverable PJM transmission expenses which were partially offset within Retail Margins above. 

• Depreciation and Amortization expenses increased $10 million primarily due to a higher depreciable base and an increase in West 
Virginia depreciation rates beginning in March 2019. This increase was partially offset within Retail Margins above. 

• Interest Expense increased $4 million primarily due to higher long-term debt balances. 
• Income Tax Expense increased $35 million primarily due to a decrease in amorti7ation of excess ADIT and an increase in pretax book 

income. The decrease in amortization of excess ADIT is partially o ITset above in Gross Margin and Other Operation and Maintenance 
expenses. 
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APPALACHlAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 
2020 2019 

REVENUES 
Electric Generation, Transmission and Distribution $ 697 0 $ 738.7 
Sales to AEP Affiliates 49 7 51 7 
Other Revenues 27 2.4 
TOTAL REVENUES 749 4 792 8 

EXPENSES 
Fuel and Other Consumables Used for Electric Generation 1110 183.3 
Purchased Electricity for Resale 122 6 1106 
Other Operation 134 0 136.9 
Maintenance 50 3 61.5 
Depreciation and Ainortization 122.2 112.5 
Taxes Other Than Income Taxes 37 9 35 9 
TOTAL EXPENSES 578.0 640.7 

OPERATING INCOME 171.4 152 1 

Other Income (Expense): 
Interest Income 03 08 
Allowance for Equity Funds Used During Construction 2.4 17 
Non-Service Cost Components of Net Periodic Benefit Cost 47 43 
I nterest Expense (53.1) (49.3) 

INCOME BEFORE INCOME TAX EXPENSE (BENEFIT) 125 7 109 6 

Income Tax Expense (Benefit) 10.4 (24.1) 

NET INCOME $ 115.3 $ 133 7 

The common stock of A PCo is wholly-owned by Pai·e}it. 

See Condensed Notes to Condensed F[nancial Statements of Registrants beginning on page 110 
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 
2020 2019 

Net Income $ 115.3 $ 133.7 

OTHER COMPREHENSIVE LOSS, NET OF TAXES 
Cash Flow Hedges, Net of l'ax of $(1. I) and $(0.1) in 2020 and 2019, Respectively (4.2) (0.2) 
Amortization of Pension and OPEB Deferred Costs, Net of Tax of $(0.3) and $(0.2) in 2020 and 2019, 

Respectively (0.9) (0.6) 

TOTAL OTHER COMPREHENSIVE LOSS (5 1) (0 8) 

TOTAL COMPREHENSIVE INCOME $ 110 2 $ 132 9 

See Condensed Notes to Condensed Financial Stalemenls of Registrants begtnnmg on page l 10. 
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN 

COMMON SHAREHOLDER'S EQUITY 
For the Three Months Ended March 31,2020 and 2019 

(in millions) 
(Unaudited) 

Accumulated 
Other 

Common Paid-in Retained Comprehensive 
Stock Capital Earnings Income (Loss) Total 

TOTAL COMMON SHAREHOLDER'S EQUITY 
-DECEMBER 31,2018 $ 260.4 $ 1,828.7 $ 1,922 0 $ (5.0) $ 4,006 1 

Common Stock Dividends (50.0) (50.0) 
Net [ncoine 133 7 133 7 
Other Comprehensive Loss (08) (0.8) 
rOTAL COMMON SHAREHOLDER'S EQUITY 
- MARCH 31,2019 $ 260 4 $ 1,828 7 $ 2,005 7 $ (5.8) $ 4,089 0 

l'OTAL COMMON SHAREHOLDER'S EQUITY 
- DECEMBER 31,2019 $ 260 4 $ I.828 7 $ 2.078.3 $ 5.0 $ 4.1724 

Common Stock Dividends (50.0) (50 0) 
Net Income 1153 115.3 
Other Comprehensive Loss (5 I) (5 ]) 
TOTAL COMMON SHAREHOLDER'S EQUITY 
- MARCH 31,2020 $ 260.4 $ l,828.7 $ 2,143.6 $ (0.1) $ 4,232.6 

See Condensed Noles to Condensed Fi}iancial Slajements of Regtslrants beginning on page l 10 
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

ASSETS 
March 31, 2020 and December 31,2019 

(in millions) 
(Unaudited) 

March 31, Decenibe,·31, 
2020 2019 

CURRENT ASSETS 

Cash and Cash Equivalents $ 28 $ 3.3 
Restricted Cash for Securitized Funding 157 23 5 
Advances to Affiliates 21 8 22.1 
Accounts Rcceivable 

Customers 132.6 129.0 
Affiliated Coinpanies 78 0 64 3 
Accrued Unbilled Revenues 46 1 59 7 
Miscellaneous 06 05 
Allowance for Uncollectible Accounts (2.9) (2.6) 

Total Accounts Receivablc 254 4 250 9 
Fuel 160 0 149 7 
Materials and Supplies 1004 105 2 

Risk Management Assets ' 181 394 
Regulatory Asset for Under-Recovered Fuel Costs 34 9 42 5 
Prepayments and Other Current Assets 33 1 64 0 
TOTAL CURRENT ASSETS 641 2 700 6 

PROPERTY, PLANT AND EQUIPMENT 
Electric 

Generation 6.602 1 6,563 7 
Transmission 3,5841 3,6132 
Distribiitlori 4,2791 4,20 I 7 

Other Property, Plant and Equipment 585.5 571.3 
Construction Work in Progress 574 0 593 4 
Total Property, Plant and Equipment 15,653 9 15,514.2 
Accumulated Depreciation and Amortizatton 4,497 0 4.432 3 
TOTAL PROPERTY, PLANT AND EQUIPMENT - NET 11,156.9 11,081.9 

OTHER NONCURRENT ASSETS 
Regulatory Assets 464 0 457 2 
Securitized Assets 228.5 234.7 
Long-term Risk Management Assets 0 I 01 

Operating Lease Assets 77 5 78 5 
Deferred Charges and Other Noncurrent Assets 225 4 2153 
TOTAL OTHER NONCURRENT ASSETS 995 5 985 8 

TOTAL ASSETS $ 12,793 6 $ 12.768 3 

See Condensed Notes to Condensed Fmanctal Slatements of Reguti·ants begmning on page 110 
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APPALACHIAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND COMMON SIIAREHOLDER'S EQUITY 
March 31,2020 and December 31,2019 

(Unaudited) 

March 31, December 31, 

2020 2019 
(in millions) 

CI-JRRENT LIAB[[.1'111.S 

Advances from Affiliates $ 355.3 $ 236 7 
Accounts Payable 

General 198 7 307 8 
Affiliated Coinpaiiies 75 2 92 5 

Long-term Debt Due Within One Year-Nonaffiliated 583 3 2156 
Risk Management Liabilities 150 19 
Customer Deposits 84.5 85 8 
Accrued Taxes ]027 99 6 
Accrued Interest 67 0 47 9 
Obligations Under Operating Leases 154 152 
Other Current Liabilities 901 123.0 
TOTAL CURRENT LIABILITIES ],587 2 l,226 0 

NONCURRENT LIABILITIES 
Long-term Debt - Nonaffiliated 3,769 1 4,148.2 
Long-terri Risk Management Liabilities OI -
Deferred Income Taxes I,6809 1,680 8 
Regulatory Liabilities and Deferred Investment Tax Credits I,254 5 I,268 7 
Asset Retirement Obligations 103 6 102.1 
Employee Benefits and Pension Obligations 47 3 50 9 
Obligations Under Operating Leases 63.1 64 0 
Deferred Credits and Other Noncurrcnt Liabilities 55 2 55 2 

TOTAL NONCURRENT LIABILITIES 6,973.8 7,369.9 

TOTAL LIABILITIES 8,561 0 8,595 9 

Rate Matters (Note 4) 
Commitments and Contingencies (Note 5) 

COMMON SHAREHOLDER'S EQ[JITY 

Common Stock - No Par Value: 
Authorized - 30.000.000 Shares 

Outstanding - 13,499,500 Shares 260 4 260 4 
Paid-in Capital ],828 7 1,828 7 
Retained Earn ings 2,143 6 2,078 3 
Accumulated Other Comprehensive Income (Loss) (0 I) 50 

TOTAL COMMON SHAREHOLDER'S EQUITY 4,232 6 4,172 4 

TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY $ 12,793.6 $ 12,768 3 

See Condensed Note1 to Condensed Financial Statements of Regist j·ants begi nmng on page l l 0 
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APPALACIIIAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

l'or the Three Months Ended March 31,2020 and 2019 
(in millions) 
(linaudited) 

Three Months Ended March 31, 

2020 2019 

OPERATING ACTIVITIES 

Net Income $ 115 3 $ 133 7 
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities: 

Depreciation and Amortization 122 2 112 5 
Defmed Income Ta,:es (5 I) (45 0) 

Allowance for Equity Funds Used During Construction (2.4) (i 7) 
Mmk-to-Maiket of Risk Management Contracts 29 6 50 6 

Deferred Fuel Over/Under-Recovery, Net 76 20.8 
Change iii Other Noncurrent Assets (24 4) (12 I) 

Change in Other Noncurrent Liabilities (]6.1) (20 5) 

Changes in Certain Components of Working Capital: 

Accounts Receivable, Net (2.6) 19 5 
1-ttel. Materials and Supplies (5 5) (9 6) 
Accounts Payable (86.6) (8 3) 
Accrued Tares. Net 14 5 13 7 

Other Current Assets 19 2 (0.8) 
Other Current Liabilities (111) (2.3) 

Net Cash Flows from Operating Activities 154 6 250.5 

INVESTING ACTIVITIES 

Constiuction Expendituies (219 I) (205 1) 

Change in Advances to Affiliates, Net 0.3 (193.6) 

Other Investing Activmes I I 152 

Net Cash Flows Used for Investing Activities (2177) (383.5) 

FINANCING ACTIVITIES 

Issuance of Long-tem Debt - Nonaffiliatcd -- 393 3 

Change in Advances from Affiliates. Net 1186 (205.6) 

Retirement of Long-term Debt - Nonaffiliated (12.2) (120) 

Principal Payments for Finance Lease Obligations (1.8) (1.6) 
Di„dends Paid on Common Stock (50 0) (50.0) 

Other Financing Activities 02 03 

Net Cash Flows from Financing Activities 54 8 124.4 

Net Decrease in Cash. Cash Equivalents and Reqtricted Cash for Securitiied Funding (8 3) (8.6) 
Cash, Cash Equivalents and Restricted Cash for Securitized Funding at Beginning of Period 26 8 29.8 

Cash, Cash Equivalents and Restricted Cash for Securitiied Funding at End of Period $ 185 $ 21 2 

SUPPLEMENTARY INFORMATION 

Cash Paid for Interest, Net of Capitalized Amounts $ 31 9 $ 14 5 
Net Cash Paid for Income Tares 80 

Noncash Acquisitions Under Finance Leases 1 9 2.1 

Construction EV,enditures Included m Cut·!ent I,iabi ties as of March 31. 103.7 87 8 

Xk,e ( 'om/e/„e,/No/e, to C'ondeuu,d l·manc·m/Nm/emem,+ r,/ Regt,·/,·mi/# hegmmng on/iage / /0 
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IN[IMANA MICHIGAN POWER COMPANY 
AND SUBSID]ARMES 
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES 
MANAGEMENT'S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS 

RESULTS OF OPERATIONS 

K Wh Sales/Degree Days 

Summary of KWh Energy Sales 

Three Months Ended March 31, 
2020 2019 

(in millions of KWhs) 
Retail: 

Residential 1,455 1,615 
Commercial l,122 1,156 
Industrial 1,845 1,888 
Miscellaneous 18 19 

Total Retail 4,440 4,678 

Wholesale 1,693 2,423 

Total KWhs 6,133 7,101 

Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact of weather on 
revenues. 

Summary of Heating and Cooling Degree Days 

Three Months Ended March 31, 
2020 2019 

(in degree days) 
Actual - Heating (a) 1,836 2,239 
Normal - Heating (b) 2.182 2,160 

Actual - Cooling (c) - -
Normal - Cooling (b) 2 2 

(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Cooling degree days are calculated on a 65 degree temperature base. 

73 

Sponsored By. Michael Baird 

4715 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 89 of 351 

First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Qua rter of 2019 to First Quarter of 2020 
Net Income 
(in millions) 

First Quarter of 2019 $ 98.9 

Changes in Gross Margin: 
Retail Margins 27 
Margins from Off-system Sales 0.1 
Transmission Revenues 1 4 
Other Revenues (0.7) 
Total Change in Gross Margin 35 

Changes in Expenses and Other: 
Other Operation and Maintenance 50 
Depreciation and Amortization (7 7) 
Taxes Other Than Income Taxes 0.9 
Other income (3 2) 
Non-Service Cost Components ofNet Periodic Benefit Cost (0 2) 
Interest Expense (1 8) 
Total Change in Expenses and Other (7.0) 

Income Tax Expense (3.1) 

First Quarter of 2020 $ 92 3 

The maJor components of the increase iii Gross Margin, defined as revenues less the related direct cost of fuel, including consumption of-
chemicals and emissions allowances, and purchased electricity were as follows 

Retail Margins mcreased $3 million primarily due to the following-
A $14 million increase from rate proceedings This mcrease was partially offset in other expense items below. 

• An $]1 milhon mcrease related to fuel, primarily due to the timing of recoverable PJM expenses. This increase was partially offset 
m other expense items below 

• A $4 million increase due to decreased costs for power acquired under the UPA between AEGCo and 1&M 
• A $3 million decrease m fuel-related expenses due to timing of recovery for fuel and other variable production costs related to 

wholesale contracts 
These increases were partially offset by 
• A $!6 million decrease iii weather-normalized margins. 

A $ ]4 million decrease in weather-related usage priniarily due to an 18% decrease m heating degree days 

Expenses and Other and Income Tax Expense changed between years as follows 

Other Operation and Maintenance expenses decreased $5 million primarily due to the following 
A $7 million decrease duc to an increased Nuclear Electric Insurance Limited distribution m 2020 

• A $5 million decrease tn employee-related expenses 
• A $2 million decrease iii vegetation management expenses 
• A $2 million decrease tri Cook Plant rcfueling outage amortization expense, primarily due to decreased costs ofoutages 

These decreases were partially offset by 
• An $1 l million increase in transmission expenses primarily due to an increase m rccoverable PJM expenses This increase was 

partially offset iii Retail Margins above 
Depreciation and Amortization expenses increased $8 million primarily due to a higher depreciable base and an increase iii 
depreciation rates This increase was partially offset m Retail Margins above 
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Other Income decreased $3 million primarily due to AFUDC adjustments that resulted from 2019 FERC audit findings. 
Income Tax Expense increased $3 million primarily due to the recognition ofa discrete tax adjustment and a decrease in Iavorable flow 
through tax benefits. 
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

For the Three Months Ended IMarch 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 
2020 2019 

REVENUES 
Electric Generation, Transmission and Distribution $ 553.4 $ 596 7 
Sales to AEP Affiliates 29 23 
Other Revenues - Affiliated 12.5 13 3 
Other Revenues - Nonaffihated I.5 2 0 
TOTAL REVENUES 570.3 614.3 

EXPENSES 
Fuel and Other Consumables Used for Electric Generation 53 2 57 6 
Purchased Electricity for Resale 50 1 69.6 
Purchased Electricity from AEP Affiliates 36 2 59 8 
Other Operation 144.7 140 5 
Maintenance 49 ] 58 3 
Depreciation and Amortization 93 9 86.2 
Taxes Other Than Income Taxes 26 4 27 3 
TOTAL EXPENSES 453.6 499.3 

OPERATING INCOME 116.7 115.0 

Other Income (Expense): 
Other Income 25 57 
Non-Service Cost Components of Net Periodic Benefit Cost 4.2 44 
Interest Expense (30 7) (28.9) 

INCOME BEFORE INCOME TAX EXPENSE (BENEFIT) 92 7 96 2 

Income Tax Expense (Benefil) 0.4 (2 7) 

NET INCOME $ 92 3 $ 98 9 

The common stock of l& M is wholly-owned by Parent 

See Condensed Notes to Condensed Fuiancial Statements of Registrams beglnmng on page l 10 
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 
2020 2019 

Net Income $ 92.3 $ 98.9 

OTHER COMPREHENSIVE INCOME, NET OF TAXES 
Cash Flow Hedges, Net of Tax of $0 I and $0.1 in 2020 and 2019, Respectively 0.4 0.4 

TOTAL COMPREHENSIVE INCOME $ 92 7 $ 99 3 

See Condensed Notes to Condensed Financial Statenients of Registrants begmntng on page I 10 
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN 

COMMON SHAREHOLDER'S EQUITY 
For the Three Months Ended March 31,2020 and 2019 

(in millions) 
(Unaudited) 

Accumulated 
Other 

Common Paid-in Retained Comprehensive 
Stock Capital Earnings Income (Loss) Total 

TOTAL COMMON SHAREHOLDER'S EQUITY-
DECEMBER 31,2018 $ 56.6 $ 980.9 $ 1,329.1 $ (13 8) $ 2,352.8 

Common Stock Dividends (20.0) (20.0 
Net Income 98 9 98.9 
Other Comprehensive Income 0.4 04 
TOTAL COMMON SHAREHOLDER'S EQUITY -

MARCH 31,2019 $ 56 6 $ 980 9 $ 1,408 0 $ (13.4) $ 2,432 I 

TOTAL COMMON SHAREHOLDER'S EQUITY -
DECEMBER 31,2019 $ 56 6 $ 980,9 $ 15185 $ (11 6) $ 2,544 4 

Common Stock Dividends (21 .3) (213) 
ASU 2016-13 Adoption 0.4 0.4 
Net Income 92.3 92.3 
Other Comprehensive Income 04 0.4 
TOTAL COMMON SHAREHOLDER'S EQUITY -

MARCH 31,2020 $ 56 6 $ 9809 $ I.589 9 $ (112) $ 2,6162 

See Condensed Notes to Condensed Financial Statemenls of Registranls begmmng on page 110 
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

ASSETS 
March 31,2020 and December 31, 2019 

(in millions) 
(Unaudited) 

March 31, December 31, 
2020 2019 

CURRENT ASSE'iS 

Cash and Cash Equivalents $ 18 $ 20 
Advances to Affiliates 13 3 132 
Accounts Receivable 

Customers 47 5 53 6 
Affiliated Companies 51.1 53 7 
Accrued Unbilled Revenues 18 25 
Miscellaneous ]3 03 
Allowance for Uncollectible Accounts (0 3) (0 6) 

Total Accounts Receivable 1014 109 5 
Fuel 71 7 56 2 
Materials and Supplies 171.1 1713 

Risk Management Assets ' 67 98 
Regulatory Asset for Under-Recovered Fuel Costs 1.2 3 0 
Accrued Reimbursement of Spent Nuclear Fuel Costs 8.4 24 0 
Prepayments and Other Current Assets 16.4 14.0 
[ OTAL CURRENT ASSETS 392,0 403 0 

PROPERTY, PLANT AND EQUIPMENT 
Electric. 

Generation 5,1140 5,099 7 
Transmission 1,647 5 1,641 8 
Distribution 2,474 8 2,437 6 

Other Property, Plant and Equipment (Including Coal Mining and Nuclear Fuel) 617.4 632 6 
Construction Work in Progress 420 1 382 3 

Total Property, Plant and Equipment 10,273.8 10,1940 
Accumulated Depreciation. Depiction and Ainortization 3,356 3 3,294 3 
TOTAL PROPERTY, PLANT AND EQUIPMENT - NET 6,917.5 6,899 7 

OTHER NONCURRENT ASSETS 
Regulatory Assets 459 0 482 1 
Spent Nuclear Fuel and Decommissioning Trusts 2,679 2 2,975 7 
Long-tenn Risk Management Assets 01 01 
Operating Lease Assets 273 6 294 9 
Deferred Charges and Other Noncurrent Assets 1840 1819 
TOTAL OTHER NONCURRENT ASSETS 3,595.9 3,934 7 

TOTAL ASSETS $ 10,905 4 $ 11,2374 

See Condensed Notes to Condensed Financial Statement& of Registrants beginning on page ll0 
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INDIANA MICHIGAN POWER COMPANY AND SljBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 
March 31,2020 and December 31,2019 

(dollars in millions) 
(tjnaudited) 

Mareh 31, December 31, 
2020 2019 

CURRENT LIABILITIES 
Advances from Affiliates $ 103,7 $ 1144 
Accounts Payable 

General 131.5 1694 
Affiliated Companies 710 68 4 

Long-term Debt Due Within One Year - Nonaffiliated 
(March 31, 2020 and December 31,2019 Amounts Include $80 0 and $86.1, Respectively, Related to 
DCC Fuel) 133 6 139 7 

Risk Management Liabilities 1.7 0 5 
Customer Deposits 38 8 39.4 
Accrued Taxes 137 4 I 12 4 
Accrued Interest 20 3 36 2 
Obligations Under Operating Leases 85 3 87 3 
Regulatory Liability for Over-Recovered Fuel Costs 26 7 6.1 
Other Current Liabilities 70 8 1096 
TOTAL CURRENT LIABILITIES 820 8 883 4 

NONCURRENT LIABILITIES 
Long-term Debt - Nonamhated 2,894 4 2,9105 
Long-term Risk Management Liabilities 01 -
Deferred Income Taxes 984 3 979 7 
Regulatory Liabilities and Deferred Investment Tax Credits 1,550 4 1,891 4 
Asset Retirement Obligations ].766 0 1,748 6 
Obligations Under Operating Leases 209 0 2116 
Defeired Credits and Other Noncurrent Liabilities 64 2 67 8 

TOTAL NONCURRENT LIABILITIES 7,468 4 7,809 6 

TOTAL LIABILITIES 8,289.2 8,693.0 

Rate Matters (Note 4) 
Commitments and Contingencies (Note 5) 

COMMON SHAREHOLDER'S EQUTY 
Common Stock - No Par Value 

Authorized - 2,500,000 Shares 
Outstanding - l,400,000 Shares 56 6 56 6 

Paid-iii Capital 980 9 980 9 
Retained Earnings 1,5899 1,5185 
Accumulated Other Coinprehensive Income (Loss) ( I l 2) (lim 
TOTAL COMMON SHAREHOLDER'S EQUITY 2,616 2 2,544 4 

TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY $ 10,905.4 $ 11,237 4 

See ('rinden.ied No/ei /o ('ondemed /,im/ncml 6'/a/emen/t of /?c,gnn·ant, beginning onpage //0. 
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INDIANA MICHIGAN POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(I Inaudited) 

rhree Months Ended March 31, 

2020 2019 

OPERATING ACT[VI ['IES 

Net Income $ 92 3 S 98 9 

Adjustments to Reconcile Net Income to Nel Cash Flows fiom Opei·atmg Activities: 

Depreciation and Amortizat,on 93 9 86 2 

Defeited Income Taxes ([63) (13 9) 

Amortization (Deferral) of Incremental Nuclear Refuehng Outage Expenses, Net 152 (14 8) 

Allowdnce foi Equity Funds Used During Constiuction (2 0) (6 2) 
Mark-to-Market of Risk Management Contracts 44 47 

Amo, tization of Nucleai Fuel 23 4 25 1 

Deferred Fuel Over/Under-Recovery, Net 22 5 (5 2) 
Change in Othe, Noncurrent Assets 144 13 5 

Change in Other Noncurrent Liabilities 100 52 

Changes m Certain Components of Woiking Capital: 

Accounts Receivable, Net 86 i60 

l'uel, Mate,ials and Supplies (162) 66 

Accounts Payable (216) (3 1) 
Accrued Taxes, Net 250 25 6 

Other Current Assets 182 14 

Other Current Liabilities (62 7) (35 2) 

Net Cash Flows from Operating Activities 209 1 204 8 

INVESTING ACTIVITIES 
Construction Expendituies (1414) (1493) 

Change in Advances to Affiliates, Net (01) (01) 

Puichases of Investment Securities (626 0) (130 3) 

Sales of Investment Securities 6124 111 9 

Acquisitions of Nucleai Fuel (I 3) (32 4) 

Othei Investing Activities 42 86 

Net Cash I·loi,s Used for Investing Act,vitie, (1522) (191 6) 

FINANCING ACTIVITIES 

Change in Advances from Affiliates, Net (107) 33 6 

Ret,tement of Long-term Debt - Nonaffiliated (23 7) (26 5) 

Principal Payments foi Finance Lease Obligations (15) (12) 

D„ idends Paid on Common Siock (21 3) (20 0) 

Other Financing Activmes 01 02 

Net Cash Flows Used for Financing Activities (57 I) (13 9) 

Net Decrease in Cash and Cash Eqt,ivalents (0 2) (0 7) 
Cash and Cash Equivalents at Beginning of Period 20 24 

Cash and Cash Equivalents at liul of Period $ I 8 $ ] 7 

Slj PPLEMENTARY INFORMATION 

Cash Paid for Interest, Net of Capitalized Amounts $ 44 3 $ 433 

Net Cash Paid (Recei ved) for Income 1 axes (3 3) 
Noncash Acquisitions Under Finance Leases ]4 17 

Constt uct]0 ti Ex pendilu] es Included m Cu ent Liabilities as of Match 3 l, 678 80 0 
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Acquisition of Nuclear Fuel Included in Current Liabilities as of March 31, - 10 

Expected Remibuisement foi· Capital Cost oj Spent Nucleai Fuel Dry Cask Stoiage 13 79 

See ('ondeni:d A/o/ei to ('onden,ed /·manc /a/ S/a/emen/, of/?eg'.'/Ian/, hegmnmg mi page / /0 
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OHIO POWER COMPANY AND SUBSIDIARIES 
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OHIO POWER COMPANY AND SUBSIDIARIES 
MANAGEMENT'S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS 

RESULTS OF OPERATIONS 

KWh Sales/Degree Days 

Summary of KWh Energy Sales 

Three Months Ended March 31, 
2020 2019 

(in millions of KWhs) 
Retail: 

Residential 3,834 4,123 
Commercial 3,516 3,527 
Industrial 3,543 3,623 
Miscellaneous 30 31 

Total Retail (a) 10,923 11,304 

Wholesale (b) 390 638 

Total KWhs 11,313 11,942 

(a) Represents energy delivered to distribution customers. 
(b) Primarily Ohio's contractually obligated purchases of OVEC power sold to PJM. 

Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact of weather on 
revenues. 

Summary of Heating and Cooling Degree Days 

Three Months Ended March 31, 
2020 2019 

(in degree days) 
Actual - Heating (a) 1,473 1,892 
Normal - Heating (b) 1.898 1,877 

Actual - Cooling (c) 3 I 
Normal - Cooling (b) 3 3 

(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Cooling degree days are calculated on a 65 degree temperature base. 
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First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Net Income 
(in millions) 

First Quarter of 2019 $ 128 0 

Changes in Gross Margin: 
Retail Margins (93 7) 
Margins from Off-system Sales 2.3 
Transmission Revenues 06 
Other Revenues 5.5 
Total Change in Gross Margin (85 3) 

Changes in Expenses and Other: 
Other Operation and Maintenance 40.5 
Depreciation and Amortization (7.2) 
Taxes Other Than Income Taxes (3.1) 
Interest Income (0.6) 
Carrying Costs Income 0.2 
Allowance for Equity Funds Used During Construction (3.3) 
Non-Service Cost Components ofNet Periodic Benefit Cost 0.1 
Interest Expense (4.3) 
Total Change in Expenses and Other 22.3 

Income Tax Expense 10.1 

First Quarter of 2020 $ 75.1 
The major components of the decrease ill Gross Margin. defined as revenues less the related direct cost of purchased electricity and 
amortization ofgeneration deferrals were as follows 

• Retail Margins decreased $94 million primarily due to the following 
• A $58 million decrease due to a reversal of a regulatory provision in the first quarter of 20]9 

A $39 million net decrease in Basic Transmission Cost Rider revenues and recoverable PJM expenses. This decrease was partially 
offset m Other Operation and Maintenance expenses below 

• A $13 million decrease m Deferred Asset Phase-In-Recovery Rider revenues which ended in the second quarter of 2019 This 
decrease was offset in Depreciation and Amortization expenses below 

• A $7 million net decrease in margin for the Rate Stability Rider including associated amortizations which ended in the third quarter 
of20 i 9 
A $5 million decrease duc to the OVEC PPA rider which was replaced by the Legacy Generation Resource Rider (LGRR) This 
decrease was offset m Margins from OK-system Sales and Other Revenues below 
A $3 million decrease ill revenues associated with a vegetation management rider This decrease was offset iii Other Operation and 
Maintenance expenses below 

These decreases were partially offset by: 
• A $17 million increase iii rider revenues associated with the DIR This increase was partially offset in other expense items below, 
• A $7 million increase in revenues associated with smart grid riders This increase was partially offset in other expense items below 

A $7 million increase in revenues associated with the Universal Service Fund (USF). This increase was offset in Other Operation 
and Maintenance expenses below 

• A $3 million increase in Energy Efficiency/Peak Demand Reduction rider revenues This increase was offset in Other Operation and 
Maintenance expenses below 

• Other Revenues increased $6 million prtmarily due to third-party LGRR revenue related to the recovery of OVEC costs. This increase 
was offset in Retail Margins above 
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Expenses and Other and Income Tax Expense changed between years as follows: 

· Other Operation and Maintenance expenses decreased $41 million primarily due to the following: 
• A $40 million decrease in recoverable PJM expenses. This decrease was offset in Gross Margin above. 
• A $6 million decrease in PJM expenses primarily related to the annual formula rate true-up. 
• A $4 million decrease in recoverable distribution expenses related to vegetation management. This decrease was partially offset in 

Retai I Mai·gi ns above. 
l'hese decreases were paitially offset by: 
• A $7 million increase in remitted USF surcharge payments to the Ohio Department of Development to fund an energy assistance 

program for qualified Ohio customers. This increase was offset in Retail Margins above. 
• Depreciation and Amortization expenses increased $7 million primarily due to the following: 

A $5 million increase in depreciation expense due to an increase in the dept·eciable base of transmission and distribution assets. 
• A $5 million increase due to lower deferred equity amortizations associated with the Deferred Asset Phase-In-Recovery Rider which 

ended in the second quarter of 2019. 
A $5 million increase in recoverable DIR depreciation expense. This increase was partially offset in Retail Margins above. 

These increases were partially offset by: 
A $10 million decrease in amortizations associated with the Deferred Asset Phase-In-Recovery Rider which ended in the second 
quarter of 2019. This decrease was offset in Retail Margins above. 

• Taxes Other Than Income Taxes increased $3 million primarily due to an increase in property taxes driven by additional investments 
in transmission and distribution assets and higher tax rates. 

• Allowance for Equity Funds Used During Construction decreased $3 million primarily due to adjustments that resulted from 2019 
FERC audit findings and decreased projects. 
Interest Expense incieased $4 million primarily due to higher long-term debt balances. 

• Income Tax Expense decreased $10 million due to a decrease in pretax book income partially offset by a decrease in amortization of 
Excess ADIT. The decrease in amortization oi Excess ADIT is partially offset in Retail Margins above. 
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OHIO POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF ]NCOME 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 
2020 2019 

REVENUES 
Electricity, Transmission and Distribution $ 679.2 $ 826.5 
Sales to AEP Affiliates 84 75 
Other Revenues 2.7 2.8 
rOTAL REVENUES 690 3 836 8 

EXPENSES 
Purchased Electricity for Resale 149.1 174 2 
Purchased Electricity from AEP Affiliates 42 4 46 1 
Amortization of Generation Deferrals - 32 4 
Other Operation 1773 2]69 
Maintenance 31.6 32.5 
Depreciation and Amortization 70 5 63 3 
Taxes Other Than Income Taxes 112.0 108.9 
TOTALEXPENSES 582 9 674 3 

OPERATING INCOME 1074 162 5 

Other Income (Expense): 
Interest Income 02 08 
Carrying Costs Income 04 02 
Allowance for Equity Funds Used During Construction 1 9 5.2 
Non-Service Cost Components of Net Periodic Benefit Cost 3.8 37 
Interest Expense (28.9) (24.6) 

INCOME BEFORE INCOME TAX EXPENSE 84.8 147.8 

Income Tax Expense 9.7 19.8 

NET INCOME $ 75.1 $ 128.0 

The common stock of OPCo is ivholly-owned by Parent 

See Condensed Notes to Condensed Fmancial Statements of Regislranls begmnmg on page ll0 
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OHIO POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended IMarch 31,2020 and 2019 
(in millions) 
(Unaudited) 

l'hree iMonths Ended March 31, 
2020 2019 

Net Income $ 75.1 $ 128 0 

OTHER COMPREHENSIVE LOSS, NET OF TAXES 
Cash Flow Hedges, Net ofTax of-$0 and $(0 1) m 2020 and 2019, Respectively - (0 3) 

IOTALCOMPREHENSIVE INCOME $ 75 I $ I 27 7 

See Condensed Notes to Condensed Flnancial Statements of Registrants beginning on page 110 
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OHIO POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN 

COMMON SHAREHOLDER'S EQUITY 
For the Three Months Ended March 31,2020 and 2019 

(in millions) 
(Unaudited) 

Accumulated 
Other 

Common Paid-in Retained Comprehensive 
Stock Capital Earnings Income (Loss) Total 

TOTAL COMMON SHAREHOLDER'S EQUITY 
-DECEMBER 31,2018 $ 321,2 $ 838.8 $ 1,136.4 $ 1.0 $ 2,2974 

Common Stock Dividends (25 0) (25.0) 
Net Income 128.0 128 0 
Other Comprehensive Loss (0.3) (0.3) 
TOTAL COMMON SHAREHOLDER'S EQUITY 

- MARCH 31,2019 $ 321.2 $ 838.8 $ i,2394 $ 07 $ 2,400.1 

TOTAL COMMON SHAREHOLDER'S EQUITY 
-DECEMBER 31,2019 $ 3212 $ 838.8 $ 1,348 5 $ - $ 2,508.5 

Common Stock Dividends (2/.9) (219) 
ASU 2016-13 Adoption 03 0.3 
Net Income 75 1 75 1 
TOTAL COMMON SHAREHOLDER'S EQUITY 

-MARCH 31,2020 $ 321.2 $ 838.8 $ 1,402.0 $ - $ 2,562 0 

See Condensed Notes io Condensed Financial Slaiemems of Reglsframs beginning on page H 0. 
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OHIO POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

ASSETS 
March 31,2020 and December 31, 2019 

(in millions) 
(Unaudited) 

March 31, December 31, 
2020 2019 

CURRENT ASSETS 

Cash and Cash Equivalents $ 3.1 $ 3.7 
Accounts Receivable: 

Customers 42.9 53.0 
Affiliated Companies 73 1 59.3 
Accrued Unbilled Revenues 34.2 20.3 
Miscellaneous 3.8 05 
Allowance for Uncollecttble Accounts (0.4) (0.7) 

Total Accounts Receivable 153 6 132 4 
Materials and Supplies 58.3 52 3 
Renewable Energy Credits 26 9 30.9 
Prepayments and Other Current Assets 23.7 192 
TOTAL CURRENT ASSETS 265 6 238 5 

PROPERTY, PLANT AND EQUIPMENI 

Electric. 
Transmission 2.7130 2,686 3 
Distribution 5,404 5 5,323 5 

Other Property, Plant and Equipment 797 2 765 8 
Construction Work in Progress 412 5 394 4 
rotal Property, Plant and Equipment 9,327 2 9,170 0 
Accumulated Depreciation and Amorttzation 2,292.8 2,263.0 
rOTAL PROPERTY, PLANT AND EQUIPMENT- NE'I 7,034 4 6,907 0 

OTHER NONCURRENT ASSETS 

Regulatory Assets 396.4 351.8 
Deferred Charges and Other Noncurrent Assets 485 6 546 3 
TOTAL OTHER NONCURRENT ASSETS 882.0 898.1 

TOTAL ASSETS $ 8,182.0 $ 8,043.6 

See Condensed Notes to Condensed Financial Statemenls of Registrams beginnmg on page 1 JO 
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OHIO POWER COMPANY AND SUBSID]ARIES 
CONDENSED CONSOLIDATED BALANCE SHEETS 

LIABILITIES ANDCOMMON SHAREHOLDER'S EQUITY 
March 31,2020 and December 31,2019 

Cdollars in millions) 
(Unaudited) 

March 31, December 3/, 
2020 2019 

CURRENT LIABII.ITIES 

Advances from Affiliates $ 29.4 $ 131.0 
Accounts Payable: 

General 220.3 233.7 
Affiliated Companies 109.0 I 03 6 

Long-term Debt Due Within One Year- Nonaffiliated 0.1 0.1 
Risk Management Liabilities 8.7 7.3 
Customer Deposits 74.1 70.6 
Accrucd Taxes 449.2 587 9 
Obligations Under Operating Leases 13.0 12.5 
Other Current Liabilities 1395 1512 

TOTAL CURRENT LIABILITIES 1,043.3 1,297.9 

NONCURRENT LIABILITIES 
Long-term Debt - Nonaffiliated 2.429.0 2,08] 9 
Long-term Risk Management Liabilities 1122 96.3 
Deferred Income Taxes 871 0 849 4 
Regulatory Liabilities and Deferred Investment Tax Credits 1,040.6 1,090.9 
Obligations Under Operating Leases 79.8 76.0 
Deferred Credits and Other Noncurrent Liabilities 44.1 42.7 
TOTAL NONCURRENT LIABILITIES 4.576.7 4.237 2 

TOTAL LIABILITIES 5.620.0 5.535.1 

Rate Matters (Notc 4) 

Commitments and Contingencies (Note 5) 

COMMON SHAREHOLDER'S EQUITY 
Common Stock - No Par Value· 

Authorized - 40,000,000 Shares 
Outstanding - 27.952,473 Shares 32 I 2 3212 

Paid-in Capital 838.8 838.8 
Retained Earnings l.402.0 1348 5 
TOTAL COMMON SHAREHOLDER'S EQUITY 2,562.0 2,508 5 

TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY $ 8,182.0 $ 8,043.6 

See Condensed Notes to Condensed Financial Statements of Regtstrants beguimng on page ll0 
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OHIO POWER COMPANY AND SUBSIDIARIES 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Three Monlhq Ended Mai·ch 31, 

2020 2019 

OPERATING ACTIVITIES 

Net Income $ 75 1 $ 128 0 

Adjustments lo Reconcile Net Income to Net Cash Flows from Operating Activities: 

Depreciation and Amortization 70 5 633 

Amortization of Generation Defenals - 32 4 

Deferred Income Taxes 129 101 

Allowance for Equity Funds Used During Construction (I 9) (5 2) 
Mark-to-Market of Risk Management Contracts 173 67 

Property Taxes 74 4 66 0 

Refund of Global Settlement - (41) 

Reversal of Regulatory Provision - (56 2) 

Change in Other Noncurrent Assets (615) (7 5) 
Change in Other Noncurrent 1.iabilities (36 4) 176 

Changes in Certain Components of Working Capital: 

Accounts ReceivabIe, Net (199) 3!7 

Materials and Supplies (10 2) (3 4) 
Accounts Payable 355 (23 9) 

Accrued Taxes, Net (1419) (114 4) 

Other Curient Assets (2 0) (7 7) 
Other Current Liabilities (8 4) (162) 

NN Cash Flows from Operating Activities 35 I 17 2 

INVESTING ACTIVITIES 

Construction Expenditures (232 8) (198 5) 

Other Invesling Activities 59 37 

Net Cash Flows Used for Investing Activities (226 9) (194 8) 

FINANCING ACTIVITIES 

Issuance of Long-term Debt - Nonaffi],ated 347 I 

Change in Advances from Affiliates, Net (101 6) 113 5 

Retirement of Long-term Debt - Nonaffi hated (23 4) 

Principal Payments for Finance Lease Obligations (12) (0 7) 
Dividends Paid on Common Stock (219) (25 0) 

Other Financmg Activities 04 05 

Net Cash Flows from Financing Activities 222 8 64 9 

Net Decrease in Cash. Cash Equivalents and Restricted Ca,Ii for Securitized Funding (0 6) (12 7) 

Cash, Cash Equivalents and Restricted Cash for Securitized Funding at Beginning of Period 37 32 5 

Cash, Cash Equivalents and Restricted Cash foi· Seeuriti,ed Ftinding at End of Period $ 3 1 $ 198 

SUPPLEMENTARY INFORMATION 

Cash Paid for Interest, Net of Capitahzed Amounts $ 16.7 $ 170 

Net Cash Paid (Received) for Income Taxes (0 2) 
Noncash Acquisitions Under Finance Leases 43 32 

Construction Expenditutes Included in Current Liabilities as of Maich 31, 72 9 72 8 

See Condei„ed N<,ie; m ( on<lenwed J·inaneial Smientenis of Remfranh begmnmg on page J jO 

Sponsored By: Michael Baird 

4734 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 108 of 351 

9I 

Sponsored By: Michael Baird 

4735 



Schedule J-2 (1Q - 2020 AEP Form 10-Q) 
Page 109 of 351 

PUBLIC SERVUCE COMPANY OF OKLAHOMA 
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PUBLIC SERVICE COMPANY OF OKLAHOMA 
MANAGEMENT'S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS 

RESULTS OF OPERATIONS 

KM/h Sales/Degree Days 

Summary of KWh Energy Sales 

Three Months Ended March 31, 
2020 2019 

(in millions of KWhs) 
Retail: 

Residential 1,362 1,520 
Commercial l,055 1,089 
Industrial 1,437 1,433 
Miscellaneous 272 274 

Total Retail 4,126 4,316 

Wholesale 53 245 

Total KWhs 4,179 4,561 

Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure of the impact of weather on 
revenues. 

Summary of Heating and Cooling Degree Days 

Three Months Ended March 31, 
2020 2019 

(in degree days) 
Actual - Heating (a) 799 l,171 
Normal - Heating (b) 1,034 l,032 

Actual - Cooling (c) 33 3 
Normal - Cooling (b) 17 17 

(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Cooling degree days are calculated on a 65 degree temperature base. 
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First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to First Quarter of 2020 
Net Income (Loss) 

(in millions) 

First Quarter of 2019 $ 6.2 

Changes in Gross Margin: 
Retail Margins (a) 
Margins from Off-system Sales 
l'ransmission Revenues 
Other Revenues 
Total Change in Gross Margin 

(0.2) 
(0.5) 
(1.2) 
(1.9) 

Changes in Expenses and Other: 
Other Operation and Maintenance (15.5) 
Depreciation and Amortization (I.2) 
Taxes Other Than Income Taxes 0.1 
Interest Income 0.1 
Allowance for Equity Funds Used During Construction 0.9 
I nterest Expense 1.1 
Total Change in Expenses and Other (14.5) 

Income Tax Expense (0.1) 

First Quarter of 2020 $ (10.3) 

(a) Includes firm wholesale sales to municipals and cooperatives. 

The major components of the decrease in Gross Margin, defined as revenues less the related direct cost of fuel, including consumption of 
chemicals and emissions allowances, and purchased electricity were as follows: 

• Retail Margins were consistent with the prior year due to the following: 
• An $ll millionincrease due to new base rates implemented in April 2019. 
This increase was partially offset by: 

A $7 million decrease in revenue from rate riders. This decrease was partially offset in other expense items below. 
A $3 million decrease in weather-related usage due to a 32% decrease in heating degree days. 

Expenses and Other changed between years as follows: 

• Other Operation and Maintenance expenses increased $16 million primarily due the following: 
• A $6 million increase in transmission expenses primarily due to increased SPP transmission services. 
• A $5 million increase in distribution expenses primarily due to an increase in vegetation management expenses. 
• A $1 million increase in Energy Efficiency pi·ogram costs. l'his increase was oflket in Retail Margins above. 
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PUBLIC SERVICE COMPANY OF OKLAHOMA 
CONDENSED STATEMENTS OF OPERATIONS 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Ihree Months Ended March 3], 
2020 2019 

REVENUES 

Electric Generation, Transmission and Distribution $ 295.4 $ 329.2 
Sales to AEP Affiliates 11 16 
Other Revenues 0.8 20 
rOTAL REVENUES 297 3 332 8 

EXPENSES 
Fuel and Other Consumables Used for Electric Generation 16.9 38.0 
Purchased Electricity for Resale 1104 122 9 
Other Operation 87.2 73 6 
Maintenance 24 4 22 5 
Depreciation and Amortization 44.7 43.5 
'l axes Other Than Income Taxes 113 114 

TOTAL EXPENSES 294.9 311.9 

OPERATING INCOME 24 20 9 

Other Income (Expense): 
Interest Income 01 
Allowance for Equity Funds Used During Construction 1.0 0.1 
Non-Service Cost Components of'Net Periodic Benefit Cost 2] 21 
Interest Expense (15 8) (16.9) 

INCOME (LOSS) BEFORE INCOME TAX EXPENSE (10.2) 6.2 

Income Tax Expense 0.1 -

NET INCOME (LOSS) $ (10.3) $ 6.2 

The common stock of PSO ts wholly-owned by Parent 

See Condensed Notes lo Condensed Financial Slalemenls qf Regtslrants begtnnmg on page 110 

95 

Sponsored By: Michael Baird 

4739 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 113 of 351 

PUBLIC SERVICE COMPANY OF OKLAHOMA 
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

Ihree Months Ended March 31, 
2020 2019 

Net Income (Loss) $ (10.3) $ 62 

OTHER COMPREHENSIVE LOSS, NET OF TAXES 
Cash Flow Hcdges, Net ofl'ax of $(0. I) and $(0 I) in 2020 and 2019, Respectively (0 2) (0 2) 

TOTAI.COMPREHENSIVE INCOAli£(LOSS) $ (105) $ 60 

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 110. 
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PUBLIC SERVICE COMPANY OF OKLAHOMA 
CONDENSED STATEMENTS OF CHANGES IN 

COMMON SHAREHOLDER'S EQUITY 
For the Three Months Ended March 31,2020 and 2019 

(in millions) 
(Unaudited) 

Accumulated 
Other 

Common Paid-in Retained Comprehensive 
Stock Capital Earnings Income (Loss) Total 

TOTAL COMMON SHAREHOLDER'S EQUITY 
- DECEMBER 31,2018 $ 157.2 $ 364.0 $ 724.7 $ 2.1 $ 1,248.0 

Common Stock Dividends (11.3) (113) 
Net Income 62 62 
Other Comprehensive Loss (0.2) (0.2) 
TO'I'AL COMMON SHAREHOLDER'S EQUITY 

-MARCH 31,2019 $ ]57 2 $ 364.0 $ 7196 $ 1.9 $ 1,242 7 

TO'1'A L COMMON SHAREHOLDER'S EQUITY 
-DECEMBER 31,2019 $ 1572 $ 364 0 $ 851.0 $ $ 1.373 3 

ASU 2016-13 Adoption 03 03 
Net Loss (103) (10.3) 
Other Comprehensive Loss (0 2) (0 2) 
TOTAL COMMON SHAREHOLDER'S EQUITY 
- MARCH 31, 2020 $ 157.2 $ 364.0 $ 841.0 $ 0.9 $ 1,363.] 

See Condensed Notes Io Condensed Financial Sfatemems of Regisn·ams beginmng on page l l 0. 
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PUBLIC SERVICE COMPANY OF OKLAHOMA 
CONDENSED BALANCE SHEETS 

ASSETS 
March 31,2020 and December 31,2019 

(in millions) 
(Unaudited) 

March 31, December 31, 
2020 2019 

CURRENT ASSETS 

Cash and Cash Equivalents $ 1.1 $ 15 
Advaiices to Affiliates - 38.8 
Accounts Receivable 

Customers 28.4 28 9 
Affiliated Companies 19.9 20.6 
Miscellaneous 08 06 
Allowance for Uncollectible Accounts (02) (0.3) 

Total Accounts Receivable 48 9 49 8 
Fuel 19.6 12.2 
Materials and Supplies 47 9 46.8 
Risk Management Assets 6.4 15.8 
Accrued Tax Benefits 57 113 
Prepayments and Other Current Assets 13.4 12.0 
TOTAL CURRENT ASSETS 143 0 1882 

PROPERTY, PLANT AND EQUIPMENT 

Electric· 
Generation I,577 2 1.574 6 
Transmission 959.5 948.5 
Distribution 2724 3 2,684.8 

Other Property, Plant and Equipment 350.3 342.1 
Construction Work in Progress 144 9 133 4 
Total Property, Plant and Equipment 5,756 2 5,683.4 
Accumulated Depreciation and Amorttyation I,6]58 1.5801 
TOTAL PROPERTY, PLANT AND EQUIPMENT-NET 4,140 4 4,103.3 

OTHER NONCURRENT ASSETS 
Regulatory Assets 378.4 375.2 
Employee Benefits and Pension Assets 44.2 43.9 
Operating Lease Assets 38 0 36.8 
Deferred Charges and Other Noncurrent Assets 34.0 4.1 
TOTAL OTHER NONCURRENT ASSETS 494 6 460.0 

TOTAL ASSETS $ 4,778 0 $ 4,75 I .5 

See Condensed Notes fo Condensed Financial Statements of Registrants beginntng on page l l 0. 
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PZIBLIC SERVICE COMPANY OF OKLAHOMA 
CONDENSED BALANCE SHEETS 

LIABILITIES AND COMMON SHAREHOLDER'S EQUITY 
March 31,2020 and December 31,2019 

(tjnaudited) 

March 31, December 31, 
2020 2019 

(in millions) 
CURRENT LIABILITIES 

Advances from Affiliates $ 70.9 $ -
Accounts Payable 

General 102.5 1343 
Afl'i] iated Companies 39 8 59.3 

Long-term Debt Due Within One Year - Nonaffiliated 263.2 I 3.2 
Risk Management Liabilities 01 -
Customer Deposits 59 3 58.9 
Accrued Taxes 42 4 22 9 
Obligations Under Operating Leases 60 58 
Regulatory Liability for Over-Recovered Fuel Costs 68 0 63 9 
Other Current Liabilities 78 6 87.5 
TOTAL CURRENT LIABILITIES 730 8 445 8 

NONCIJRRENT LIABILITIES 
Long-term Debt - Nonaffiliated 1,]231 1,373 0 
Deferred income Taxes 629 6 628 3 
Regulatory Liabilities and Deferred Investment Tax Credits 835.0 8372 
Asset Retirement Obligations 45 3 44 5 
Obligations Under Operating Leases 321 31.0 
Deferred Credits and Other Noncurrent Liabilities 190 184 
TOTAL NONCURRENT LIABILITIES 2,6841 2,932 4 

TOTAL LIABILITIES 3,414.9 3,378.2 

Rate Matters (Note 4) 
Commitments and Contingencies (Note 5) 

COMMON SHAREHOLDER'S EQWTY 
Common Stock - Par Value - $15 Per Share: 

Authorized - 11.000,000 Shares 
Issued - 10,482,000 Shares 

Outstanding - 9,013.000 Shares ' 157 2 1572 
Paid-in Capital 364 0 364 0 
Retained Earnings 841 0 851 0 
Accumulated Other Comprehensive Income (Loss) 09 11 
TOTAL COMMON SHAREHOLDER'S EQUITY l.363 1 I,373 3 

TOTAL LIABILITIES AND COMMON SHAREHOLDER'S EQUITY $ 478 0 $ 4,751 5 

See Condensed Notes to Condensed Financial Statemems of Registi·ants begmnmg on page 110 
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Ptl IJL IC SERVICE COMPANY OF OKLAIIOMA 
CONDENSED STATEMENTS OF CASH FLOWS 

For the Three Months Ended March 31,2020 and 2019 
On millions) 
(Ilnaudited) 

Three Months Ended March 31, 

2020 2019 
OPERATING ACTIVITIES 

Net Income (Loss) $ (10 3) $ 62 
Adjustments to Reconcile Net income (Loss) to Net Cash Flows from (llsed for) Operating Activities: 

Depreciation and A,nortization 44 7 43.5 
Defbi ted Income Taxes (5 3) (5 8) 
Allowance for Equity Funds Used During Construction (1.0) (0.1) 
Mmk-to-Mmket of Risk Management Contiacts 95 5 I 
Property Taxes (29.8) (299) 
Defei ied Fllel Ovei/Under-Recoreiy. Net 41 (2 4) 
Change in Other Noncurrent Assets (0.1) 80 
Change in Othct Noncurient Liabilities 42 (0 7) 
Changes in Certain Components of Working Capital: 

Accounts Receivable. Net 09 20 

Fuel, Matenals and Supplies (8 5) 32 
Accounts Payable (39 I ) (23 3) 
Accrued Taxes, Net 25 1 25 3 
Other ('ment Assets (I 7) (3 8) 
Other Current Liabilities (7 2) 4.4 

Net Cash Flows from (Ijsed for) Operating Activities (14.5) 31 7 

INVESTING ACI'IVI'rIES 

Construction Expenditures (96,5) (70 7) 
Change tn Advances to Affiliates. Nel 38 8 

Other Investing Activities 1 6 0.4 
Nel Cash Flows Used for Investing Activities (56 I ) (70 3) 

FINANCING ACTIVITIES 
Issuance of Long-term Debt - Nonaffihated - 99.9 

Change in Advances from Affiliates. Net 70 9 (503) 

Retirement of Long-term Debt - Nonaffihated (01) (0.t) 
I#incipal Payments foi Finance Lease Obligations (0 8) (0.7) 
Dividends Paid on Common Stock - (11,3) 

Othi Financing Activities 02 06 
Net Cash Flows from Financing Activities 70.2 381 

Net Decrease in Cash and Cash Equivalents (0 4) (0.5) 
Cash and Cash Equivalents at Beginning of Pei·iod I 5 2 0 

Cash and Cash Equivalents at End of Period $ 1 1 $ 15 

SUPPLEMENTARY INFORMATION 
Cash Paid fo~ lnteiest. Net of Capitalized Anioums $ 16 7 $ 109 

Net Cash Paid for Income Taxes - 06 

Noi}cash Acquisit:ons Undet Finance Leases 09 Il 

Construction Expenditures Included in Current Liabilities as of Match 31, 30 8 15.6 

6'ee ( 'om/<'/i.wi/No/ei /o ('om/e,nwd/''manc·m/ S/memen/i 0/ Reg/i/,·£/n/i hegmnmg o//page / /O 
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED 
MANAGEMENT'S NARRATIVE DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS 

RESULTS OF OPERATIONS 

KWh Sales/Degree Days 

Summary of KWh Energy Sales 

Three Months Ended March 31, 
2020 2019 

(in millions of KWhs) 
Retail: 

Residential 1,406 1,528 
Commercial 1,228 l,273 
Industrial 1,242 1,250 
Miscellaneous 20 20 

Total Retail 3,896 4,071 

Wholesale 1,326 1,979 

Total KWhs 5,222 6,050 

Heating degree days and cooling degree days are metrics commonly used in the utility industry as a measure ofthe impact of weather on 
revenues. 

Summary of Heating and Cooling Degree Days 

Three Months Ended March 31, 
2020 2019 

(in degree days) 
Actual - Heating (a) 497 708 
Normal - Healing (b) 698 698 

Actual - Cooling (c) 69 20 
Normal - Cooling (b) 39 39 

(a) Heating degree days are calculated on a 55 degree temperature base. 
(b) Normal Heating/Cooling represents the thirty-year average of degree days. 
(c) Cooling degree days are calculated on a 65 degree temperature base. 
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First Quarter of 2020 Compared to First Quarter of 2019 

Reconciliation of First Quarter of 2019 to Firct Quarter of 2020 
Earnings Attributable to SWEPCo Common Shareholder 

(in millions) 

First Quarter of 2019 $ 27.8 

Changes in Gross Margin: 
Retail Margins (a) (4.2) 
Margins from Off-system Sales (1.6) 
Transm ission Revenues 4.8 
Other Revenues (0.3) 
Total Change in Gross Margin (13) 

Changes in Expenses and Other: 
Other Operation and Maintenance (12.5) 
Depreciation and Amortization (5.2) 
Interest Income (0.1) 
Allowance for Equity Funds Used During Construction (0.4) 
Interest Expense (0.4) 
Total Change in Expenses and Other (18.6) 

I ncome Tax Expense 6.9 
Equity Earnings ofUnconsolidated Subsidiary 0.1 
Net Income Attributable to Noncontrolling Interest 0.2 

First Quarter of 2020 $ 15.l 

(a) Includes firm wholesale sales to municipals and cooperatives. 

The major components of the decrease in Gross Margin. defined as revenues less the related direct cost of fuel. including consumption of 
chemicals and emissions allowances. and purchased electricity were as follows: 

• Retail Margins decreased $4 million primarily due to the following: 
• An $8 million decrease in weather-normalized margins. 
• A $5 million decrease in weather-related usage primarily due to a 30% decrease in heating degree days. 
• A $3 million decrease due to an increase iii the return of Excess ADIT benefits to customers. This decrease was offset iii Income Tax 

Expense (Benefit) below. 
These decreases were partially offset by: 
• An $11 million increase primarily due to capital investment rider and base rate revenue increases iii Texas. Arkansas and Louisiana. 

• Transmission Revenues increased $5 million primarily due to all increase in SPP transmission services revenue. 

Expenses and Other and Income Tax Expense (Benefit) changed between years as follows: 

• Other Operation and Maintenance expenses increased $13 million primarily due to the following: 
• A $5 million increase in storm-related expenses. 
• A $3 million increase in SPP transmission expenses. 
• A $2 million increase in employee-related expenses. 

• Depreciation and Amortization expenses increased $5 million primarily due to a higher depreciable base and an increase iii Arkansas 
depreciation rates beginning in January 2020. This increase was partially offset within Retail Margins above. 

• Income Tax Expense decreased $7 million primarily due to a decrease in pretax book income and an increase in amortization ofexcess 
ADIT. The increase in amortization ofexcess ADIT was partially offset in Retail Margins above. 
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED 
CONDENSED CONSOLIDATED STATEMENTS OF INCOME 

For the Three Months Ended March 31, 2020 and 2019 
(in millions) 
(Unaudited) 

Three Months Ended March 31, 
2020 2019 

REVENUES 
Electric Generation, Transmission and Distribution $ 377 6 $ 414.3 
Sales to AEP Affiliates 75 6.4 
Other Revenues 0.8 0.4 
TOTAL REVENUES 385 9 421 ] 

EXPENSES 
Fuel and Other Consumables Used for Electric Generation 89.1 133.5 
Purchased Electricity for Resale 43. l 32.6 
Other Operation 92.2 84.6 
Maintenance 33 8 28 9 
Depreciation and Amortization 67.3 62.1 
Taxes Other Than I ncome Taxes 25 3 25 3 
TOTAL EXPENSES 350.8 367.0 

OPERATING INCOME 35.1 54.1 

Other Income (Expense): 
Interest Income 0.6 07 
Allowance for Equity Funds Used During Construction 1.4 1.8 
Non-Service Cost Components of Net Periodic Benefit Cost 2.1 2.1 
Interest Expense (30.1) (29 7) 

INCOME BEFORE INCOME TAX EXPENSE (BENEFIT) AND EQUITY EARNINGS 9.1 29.0 

Income Tax Expense (Benefit) (6.2) 0.7 
Equity Earnings of Unconsolidated Subsidiary 0.8 07 

NET INCOME 161 29 0 

Net income Attributable to Noncontrolling Interest 10 12 

EARNINGS ATTRIBUTABLE TO SWEPCo COMMON SHAREHOLDER $ 15.1 $ 27 8 

l'he common Mock of SWEPCo is wholly-owned by Parent, 

See Condensed Notes to Condensed Financial Stafenients of Regislrants beginmng on page 110 
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED 
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS) 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

[hree Months Ended March 31, 
2020 2019 

Net Income $ 16.1 $ 29.0 

OTHER COMPREHENSIVE INCOME (LOSS), NET OF TAXES 
Cash Flow Hedges, Net of Tax of $0. I and $0 I in 2020 and 2019, Respectively 04 0.4 
Amortization of Pension and OPEB Deferred Costs, Net of Tax of $(0.1) and $(0 1) in 2020 and 2019, 

Respectively (0.4) (0.3) 

TOTAL OTHER COMPREHENSIVE INCOME - 0.1 

TOTAL COMPREHENSIVE INCOME 161 29.1 

Total Comprehensive Income Attributable to Noncontrolhng Interest 1 0 1.2 

TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE TO SWEPCo COMMON 
SHAREHOLDER $ 15.1 $ 27 9 

See Condensed Notes to Condensed Fmancial Statenienjs of Registrams begmmng on page 110 
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED 
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(Unaudited) 

SWEPCo Common Shareholder 

Accumulated 
()ther 

Common Paid-in Retained Comprehensive Noncontrolling 
Stock Capital Earnings Income (Loss) Interest Total 

TOTAL EQUITY-DECEMBER 31,2018 $ 135 7 $ 676 6 $ 1,508 4 $ (5 4) $ 03 $ 2,315 6 

Common Stock Dividends (18 7) (187) 

Common Stock Dividends - Nonafftliated (1 1) (11) 

Net Income 1 2 29 0 27.8 
Other Comprehensive Income 01 01 

TOTALEQUITY-MARCH 31,2019 $ ] 35 7 $ 676.6 $ 1,517.5 $ (5.3) $ 04 $ 2,324.9 

TOTAL EQUITY- DECEMBER 31, 2019 $ 135 7 $ 676 6 $ [,629 5 $ (13) $ 06 $ 2,441 1 

Common Stock Dividends - Nonaffiliated (0 7) (0 7) 
ASU 2016-13 Adoption 16 16 

Net Income 15.1 1.0 16.1 

l'OTAL EQI[1'1'Y - MARCH 31, 2020 $ 135 7 $ 676 6 $ l,646 2 $ (l 3) $ 09 $ 2,458 1 

See ('ondenwd No#e, to ('ondemed l·'inancml Sm,ementf of l<egl.siruntx beginning on p<ige l l{) 
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SOUTHWESTERN ELECTRIC POWER COMPANY' CONSOLIDATED 
CONDENSED CONSOLIDATED BALANCE SHEETS 

ASSETS 
IMarch 31,2020 and December 31,2019 

(in millions) 
(Unaudited) 

March 31, December 3], 
2020 2019 

CURRENT ASSETS 
Cash and Cash Equivalents $ 14 $ 16 
Advances to Affiliates 2 I 2 I 
Accounts Receivable: 

Ciistomers 25 6 29.0 
Affiliated Companies 24.4 34 5 
Miscellaneous 143 13 5 
Allowance for Uncollectible Accounts (0.3) (1.7) 

Total Accounts Receivable 64 0 75 3 
Fuel 

(March 31, 2020 and December 31,2019 Amounts Include $42 and $47, Respectively, Related to 
Sabine) 147.9 140.1 

Materials and Supplies 
(March 31 2020 and December 31,2019 Amounts Include $23.3 and $23 I. Respectively, Related to 
Sabine) 93 8 94 0 

Risk Management Assets 2.6 6.4 
Regulatory Asset for Under-Recovered Fuel Costs - 49 
Prepayments and Other Current Assets 34.3 29.7 
TOTAL CURRENT ASSETS 346 I 3541 

PROPERTY, PLANT AND EQUIPMENT 
Electric. 

Generation 4.703 0 4,691 4 
Transmission 2,061 6 2,056 5 
Distribution 2,300 8 2,270 7 

Other Property, Plant and Equipment 
(March 31, 2020 and December 31,2019 Amounts Include $213 5 and $2 !23, Respectively, Related 
to Sabine) 767.2 733 4 

Construction Work m Progress 232 7 2169 
Total Property, Plant and Equipment 10,065 3 9,968.9 
Accumulated Depreciation and Amortization 

(March 31. 2020 and Deceinber 31.20] 9 Amounts Include $1 !2 and $107 5, Respectively, Related to 
Sabine) 2,918 7 2,873 7 

TOTAL PROPERTY, PLANT AND EQUIPMENT - NET 7,146 6 7,095 2 

OTHER NONCURRENT ASSETS 
Regulatory Assets 236 6 222 4 
Deferred Charges and Other Noncurrent Assets 214.8 1605 
TOTAL OTHER NONCURRENT ASSETS 45 ] 4 382.9 

TOTAL ASSETS $ 7,944 1 $ 7,832 2 

See Condensed Notes to Condensed Financial Stafements qf Regisn·ams begmning on page 1 JO 
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SOLTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED 
CONDENSED CONSOLIDATED BALANCE SHEETS 

LIABILITIES AND EQPI'I ¥ 
March 31,2020 and December 31,2019 

(Unaudited) 

March 31, December 31, 
2020 2019 

(in millions) 
CURRENT LIABILITIES 

Advancesfrom Affiliates $ 148.1 $ 59 9 
Accounts Payable 

General 102.5 138.0 
Affiliated Companies 37 3 53 6 

Short-term Debt - Nonaffiliated 30.5 18.3 
Long-term Debt Due Within One Year - Nonaffihated 1212 121 2 
Risk Management Liabilities 22 19 
Customer Deposits 65 1 65 0 
Accrued Taxes 93.0 41.8 
Accrucd [nterest 219 34 6 
Obligations Under Operating Leases 7. I 6.5 
Regulatory Liability for Over-Recovered Fuel Costs 29 7 136 
Other Current Liabilities 87,8 120.3 
TOTAL CURRENT LIABILIr[ IES 746 4 674 7 

NONCURRENT LIABILITIES 
Long-term Debt - Nonaffihated 2,533 2 2,534.4 
Long-term Risk Management Liabilities 29 31 
Deferred Income Taxes 944.4 940.9 
Regulatory Liabilities and Deferred Investment Tax Credits 885 8 892 3 
Asset Retirement Obligations 219.7 1967 
Obligations Under Operating Leases 38 2 34 7 
Deferred Credits and Other Noncurrent Liabilities 115.4 1143 
TOTAL NONCURRENT LIABILITIES 4,739.6 4,7164 

rOTAL LIABILITIES 5,486 0 5,391 I 

Rate Matters (Nole 4) 
Commitments and Contingencies (Note 5) 

EQUITY 
Common Stock - Par Value -$I8 Per Share 

Authorized - 7,600,000 Shares 
Outstanding - 7,536,640 Shares ] 35 7 135 7 

Paid-in Capital 676 6 676 6 
Retained Earnings 1,646 2 1,629 5 
Accumulated Other Comprehensive Income (Loss) (13) (13) 
TOTAL COMMON SHAREHOLDER'S EQUITY 2,457 2 2,440 5 

Noncontrolling Interest 09 06 

l'OTAL EQUITY 2,4581 2,441 1 

rOTAL LIABILITIES AND EOIlTY $ 7,944. I $ 7,832 2 
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SOUTHWESTERN ELECTRIC POWER COMPANY CONSOLIDATED 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

For the Three Months Ended March 31,2020 and 2019 
(in millions) 
(t Jnaudited) 

l'hrec Months Ended March 31, 

2020 2019 
OPERATING ACTIVITIES 

Net Income $ 16 1 $ 29 0 
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities: 

Depreciation and Amortization 67 3 62 I 
Deferred Income Taxes (9 2) (2 5) 
Allowance for Equity Funds Used During Construction (14) (1 8) 
Maik-to-Mat ket of Risk Management Contracts 39 23 

Property Taxes (490) (48.9) 

Deferied l'uel Ovei/Undei-Recovery, Net 210 103 
Change in Other Noncurrent Assets (4 0) 2.9 
Change in Other Noncuttcnt Liabilities 98 79 

Changes in Certain Components of Working Capital: 
Accounts Receivable. Net il 3 63 

Fuel, Matenals and Supplies (7 6) (16 2) 
Accounts Payable (3 I 2) (55 0) 

Accrued Taxes, Net 51 2 52 7 
Acerued hiteiest (127) (12 7) 

Other Current Assets (4.0) (10 0) 

Othci Cuirenl Liabilities (35 7) (170) 

Net Cash Flows from Operating Activities 25 8 9.4 

INVESTING ACTIVITIES 
Construction E~pendituies (]22 4) (86 6) 

Change in Advances to Affiliates, Net - 81 4 
Othei investing Activities 08 (3 1) 
Net Cash Flows Used for Investing Activities (121 6) (8.3) 

F]NANCING ACTIVITIES 

Change in Short-tenn Debt - Nonaffiliated 122 -

Change in Advances from Affiliates, Net 88 2 74 0 
Retitement of Long-tenn Dcbt - Nonaffiliated (16) (551) 

Principal Payments for Finance Lease Obligations (2 7) (2 7) 
Dividends Paid on Common Stock (187) 

Dividends Paid on Common Stock - Nonaffiliated (0 7) (] l) 
Othei Financmg Activities 02 01 
Net Cash Flows from (Used for) Financing Activities 95 6 (3 5) 

Net Decrease in Cash and Cash Equivalents (0.2) (2.4) 
Cash and Cash Equivalents at Beginning of Period 16 24 5 

Cash and Cash Equivalents at End of Period $ 14 $ 221 

SUPPLEMENTARY INFORMATION 
Cash Paid for Inteiest, Net of Capital,7ed Ainotmts $ 40 7 $ 40 5 

Net Cash Paid for Income Taxes - 0.2 

Noncash Acquisitions Under finance Leases 30 08 
Construction Expenditures Included in Current Liabilities as of March 31, 45.2 44 8 
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INDEX OF CONDENSED NOTES TO CONDENSED FINANCIAL STATEMENTS OF REGISTRANTS 

The condensed notes to condensed financial statements are a combined presentation for the Registrants. The following list indicates 
Registrants to which the notes apply. Specific disclosures within each note apply to all Registrants unless indicated otherwise: 

Note 

Significant Accounting Matters 
New Accounting Standards 
Comprehensive Income 
Rate Matters 
Commitments, Guarantees and 

Contingencies 
Acquisitions and Impairments 
Benefit Plans 
Business Segments 
Derivatives and Hedging 
Fair Value Measurements 
Income Taxes 
Financing Activities 
Revenue from Contracts with Customers 

Page 
Registrant Number 

AEP, AEP Texas, AEPTCo, APCo, I&M, OPCo, PSO, SWEPCo 111 
AEP. AEP Texas, AEPTCo, APCo, 1&M. OPCo. PSO, SWEPCo 113 
AEP, AEP Texas, APCo, I&M, OPCo, PSO, SWEPCo 114 
AEP, AEP Texas, AEPTCo, AP(Jo, 1&M, OPCo, PSO, SWEPCo 118 
AEP, AEP Texas, AEPTCo, APCo, I&M, OPCo, PSO, SWEPCo 126 

AEP, APCo 131 
AEP, AEP Texas, APCo, I&M, OPCo, PSO, SWEPCo 132 
AEP, AEP Texas, AEPTCo, APCo, 1&M, OPCo, PSO, SWEPCo 134 
AEP, AEP Texas, APCo, I&M, OPCo, PSO, SWEPCo 139 
AEP, AEP Texas. AEPTCo. APCo. ]&M, OPCo. PSO, SWEPCo 150 
AEP, AEP Texas, AEPTCo, APCo, I&M, OPCo, PSO, SWEPCo 165 
AEP, AEP Texas, AEPTCo, APCo, 1&M, OPCo, PSO, SWEPCo 167 
AEP, AEP Texas, AEPTCo, APCo, I&M, OPCo, PSO, SWEPCo 174 
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1. SIGNIFICANT ACCOUNTING MATTERS 

The disclosures in this note apply to all Registrants unless indicated otherwise. 

General 

The unaudited condensed financial statements and footnotes were prepared in accordance with GAAP for interim financial information and 
with the instructions to Form I 0-Q and Article l 0 of Regulation S-X oithe SEC. Accordingly, they do not include all of the information and 
footnotes required by GAAP for complete annual financial statements. 

In the opinion of management, the unaudited condensed interim financial statements reflect all normal and recurring accruals and adjustments 
necessary for a fair statement of the net income, financial position and cash flows for the interim periods for each Registrant. Net income for 
the three months ended March 31, 2020 is not necessarily indicative of results that may be expected for the year ending December 31. 
2020. The condensed financial statements are unaudited and should be read in conjunction with the audited 2019 financial statements and 
notes thereto, which are included in the Regislrants' Annual Reports on Form 10-K as filed with the SEC on February 20.2020. 

COVID-19 

In March 2020, COVID-19 was declared a pandemic by the World Health Organization and the Centers for Disease Control and Prevention. 
Its rapid spread around the world and throughout the United States prompted many countries. including the United States, to institute 
restrictions on travel, public gatherings and certain business operations. These restrictions significantly disrupted economic activity in AEP's 
service territory and could reduce future demand for energy, particularly from commercial and industrial customers. The Registrants are 
taking steps to mitigate the potential risks to customers, suppliers and employees posed by the spread ofCOVID-19. 

As of March 31, 2020 and through the date of this report, the Registrants assessed certain accounting matters that require consideration of 
forecasted financial information. including, but not limited to, the allowance for credit losses and the carrying value of long-lived assets. 
While there were not any impairments or significant increases in credit allowances resulting from these assessments as of and for the quarter 
ended March 31. 2020, the ultimate impact of COVID-19 also depends on factors beyond management's knowledge or control, including the 
duration and severity ofthis outbreak as well as third-party actions taken to contain its spread and mitigate its public health effects. Therefore, 
management cannot estimate the potential future impact to financial position, results of operations and cash flows, but the impacts could be 
material. 

Earnings Per Share (EPS) (Applies to AEP) 

Basic EPS is calculated by dividing net earnings available to common shareholders by the weighted-average number of common shares 
outstanding during the period. Diluted EPS is calculated by adjusting the weighted-average outstanding common shares. assuming 
conversion ofall potentially dilutive stock awards. 

The following table presents AEP's basic and diluted EPS calculations included on the statements of income: 

Three Months Ended March 31, 
2020 2019 
(in millions, except per share data) 

$/share $/share 
Earnings Attributable to AEP Common Shareholders $ 495.2 $ 572.8 

Weighted Average Number of Basic Shares Outstanding 494.6 $ 1.00 493.3 $ 1.16 
Weighted Average Dilutive Effect of Stock-Based Awards 2.0 - 1.2 -
Weighted Average Number of Diluted Shares Outstanding 496.6 $ 1.00 494.5 $ 1.16 
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Equity Units issued in March 2019 are potentially dilutive securities but were excluded from the calculation of diluted EPS for the three 
months ended March 31, 2020 and 2019, as the dilutive stock price threshold was not met. See Note 12- Financing Activities for more 
information related to Equity Units. 

There were 697 thousand and 0 antidilutive shares outstanding as of March 31,2020 and 2019, respectively. The antidilutive shares were 
excluded from the calculation ofdiluted EPS. 

Restricted Cash (Applies to AEP, AEP Texas and APCo) 

Restricted Cash primarily included funds held by trustee for the payment ofsecuritization bonds and contractually restricted deposits held for 
the future payment ofthe remaining construction activities at Santa Rita East. 

Reconciliation ofCash, Cash Equivalents and Restricted Cash 

The following tables provide a reconciliation of Cash, Cash Equivalents and Restricted Cash reported within the balance sheets that sum to 
the total of the same amounts shown on the statements of cash flows: 

March 31,2020 
AEP AEP Texas APCo 

(in millions) 
Cash and Cash Equivalents $ 1,554.6 $ 0.1 $ 2.8 
Restricted Cash I 16.2 100.1 15.7 
Total Cash, Cash Equivalents and Restricted Cash $ 1,670.8 $ 100.2 $ 18.5 

December 31,2019 
AEP AEP Texas APCo 

(in millions) 
Cash and Cash Equivalents $ 246.8 $ 3.1 $ 3.3 
Restricted Cash 185.8 154.7 23.5 
Total Cash, Cash Equivalents and Restricted Cash $ 432.6 $ 157.8 $ 26.8 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Allowance for Uncollectible Accounts 

Generally, AEP Credit records bad debt expense based upon a 12-month rolling average of bad debt write-offs in proportion to gross accounts 
i·eceivable purchased from participating AEP subsidiaries. The assessment is performed separately by each participating AEP subsidiary, 
which inherently contemplates any differences in geographical risk characteristics for the allowance. For receivables related to APCo's West 
Virginia operations, the bad debt reserve is calculated based on a rolling two-year average write-off in proportion to gross accounts 
teceivable. For customer accounts receivabies relating to risk management activities, accounts receivables are reviewed for bad debt reserves 
at a specific counterparty level basis. For AEP Texas, bad debt reserves are calculated using the specific identification ofreceivable balances 
greater than 120 days delinquent, and for those balances less than 120 days where the collection is doubtful. For miscellaneous accounts 
receivable, bad debt expense is recorded based upon a I 2-month rolling average of bad debt write-oil's in proportion to gross accounts 
receivablc, unless specifically identified. In addition to these processes, management contemplates available current information, as well as 
any reasonable and supportable forecast information, to determine if allowances for uncollectible accounts should be further adjusted in 
accordance with the accounting guidance for Credit Losses. Managements assessments contemplate expected losses over the life of the 
accounts receivable. 
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2. NEW ACCOUNTING STANDARDS 

The disclosures in this note apply to all Registrants unless indicated otherwise. 

During the FASB's standard-setting process and upon issuance of final standards, management reviews the new accounting literature to 
determine its relevance, ilany, to the Registrants' business. The following standards will impact the financial statements. 

ASU 2016- 13 "Measurement of Credit Losses on Financial Instruments" (ASU 2016-13) 

In June 2016, the FASB issued ASU 2016-13 requiring the recognition of an allowance for expected credit losses for financial instruments 
within its scope. Examples of financial instruments that are in scope include trade receivables, certain financial guarantees and held-to-
maturity debt securities. The allowance for expected credit losses should be based on historical information, current conditions and 
reasonable and supportable forecasts. Entities are required to evaluate, and if necessary, recognize expected credit losses at the inception or 
initial acquisition of a financial instrument (or pool of financial instruments that share similar risk characteristics) subiect to ASU 2016-13, 
and subsequently as of each reporting date. The new standard also i·evises the other-than-temporary impairnient model for available-for-sale 
debt securities. 

New standard implementation activities included: (a) the identification and evaluation of the population of financial instruments within the 
AEP system that are subject to the new standard, (b) the development of supporting valuation models to also contemplate appropriate metrics 
for current and supportable forecasted in formation and (c) the development of disclosures to comply with the requirements of ASU 2016-13. 
As requii·ed by ASU 2016-13, the financial instruments subject to the new standard were evaluated on a pool-basis to the extent such 
financial instruments shared similar risk characteristics. 

Management adopted ASU 2016-13 and its related implementation guidance effective January 1. 2020, by means of an immaterial 
cumulative-effect adjustment to Retained Earnings on the balance sheets. l'he adoption of the new standard did not have a material impact to 
financial position and had no impact on the results of operations or cash flows. Additionally, the adoption of the new standard did not result 
in any changes to current accounting systems. 

ASU 2020-04 "Reference Rate Reform: Facilitation ofthe Ejfects of Reference Rate Reform on Financial Reporting" (ASU 2020-04) 

In March 2020, the FASB issued ASU 2020-04 providing guidance lo ease the potential but·den in accounting for Reference Rate Reform on 
financial reporting. The new standard is elective and applies to all entities, subiect to meeting certain criteria, that have contracts. hedging 
relationships. and other transactions that reference the London Intel·bank Offered Rate (LIBOR) or another reference rate expected to be 
discontinued because of Reference Rate Reform. The new standard establishes a general contract modification principle that entities can 
apply in other areas that may be affected by Reference Rate Reform and certain elective hedge accounting expedients. Under the new 
standard, an entity may make a one-time election to sell or to transfer to the available-for-sale or trading classifications (or both sell and 
transfer), debt securities that both reference an affected rate, and were classified as held-to-maturity before January l, 2020. 

The new accounting guidance is effective for all entities as of March 12,2020 through December 31,2022. The amendments may be applied 
to contract modifications as of any date from the beginning of ati interim period that includes oi· is subsequent to March 12, 2-020. or 
prospeetively from a date within an interim period that includes or is subsequent to March 12, 2020, up to the date that the hnancial 
statements are available to be issued. The amendments may be applied to eligible hedging relationships existing as of the beginning of the 
interim period that includes March 12, 2020 and to new eligible hedging relationships entered into after the beginning of the interim period 
that includes March 12. 2020. The one-time election to sell. transfer, or both sell and transfer debt securities classified as held-to-maturity 
may be made at any time after March 12, 2020 but no later than December 31, 2022. Management has yet to apply the amendments in the 
new standard to any contract modifications. hedging relationships, or debt securities. Management is analyzing the impact of this new 
standard and at this time, cannot estimate the impact of adoption on results of operations, financial position or cash flows. 
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3. COMPREHENSIVE INCOME 

The disclosures in this note apply to all Registrants except AEPTCo unless indicated otherwise. 

Presentation of Comprehensive income 

The following tables provide the components of changes in AOCI and details of reclassifications from AOCI. The amortization of pension 
and OPEB AOCI components are included in the computation of net periodic pension and OPEB costs. See Note 7 - Benefit Plans for 
additional details. 

AEl' 

Cash Flow }[edges Pension 
Three Months Ended March 31,2020 Com Inodity Interest Rate and OPEB Total 

(in millions) 
Balance in AOC1 as of December 31, 2019 $ (103 5) $ (11.5) $ (32 7) $ (147.7) 

Change in Fair Value Recognized In AOCI (65 3) (427) (a) - (1080) 
Amount of (Gain) Loss Reclassified from AOCI 

Generation & Marketing Revenues (a) (0 l) - (ol) 
Purchased Electricity for Resale (b) 511 - - 51.1 
Interest Expense (b) - 09 - 0,9 

Amortizatton of Prior Service Cost (Credit) - - (4.9) (4 9) 
Amortizalton of Actuarial (Gains) Losses - 2 6 26 

Reclassifications from AOCI, before Income Tax (Expense) Benefit 510 09 (2 3) 49 6 
Income Tax (Expense) Benefit 107 02 (0 5) 104 

Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 40.3 07 (1 8) 39 2 
Net Current Period Other Comprehensive Income (Loss) (25 0) (42 0) (I 8) (68 8) 

Balance in AOCI as of March 31,2020 $ (128 5) $ (53 5) $ (34 5) $ (216 5) 

Cash Flow Iledges Pension 

'rhree Months Ended March 31, 2019 Commodity Interest Rate and OPEB Total 

(in millions) 
Balance in AOCI as of December 31,2018 $ (23.0) $ (12.6) $ (84.8) $ (120 4) 
Change ni Fair Value Recogmzed in AOCI (38 8) - - (38 8) 
Amount of (Gain) Loss Reclassified from AOCI 

Purchased Electricity for Resale (b) [2 3 - - 123 

Interest Expense (b) - 02 - 02 
Amortization of Prior Service Cost (Credit) - (4 8) (4 8) 
Amortizatlon of Actuarial (Gains) Losses - - 3,0 30 

Reclassifications from AOCI, before Income Tax (Expense) Benefit 123 02 (I 8) 10.7 
Income Tax (Expense) Benefit 2.6 -- (0.4) 22 

Reclassifications from AOC], Net of income Tax (Expense) Benefit 9,7 02 (I 4) 85 
Net Current Penod Other Comprehensive Income (Loss) (29 1) 02 (14) (30 3) 

Balance in AOCI as of March 31,2019 $ (52 I) $ (124) $ (86 2) $ (150 7) 
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AEP Texas 

Cash Flow Hedge - Pension 

Three Months Ended March 31,2020 Interest Rate and OPEB Total 

(in millions) 
Balance in AOCI as of December 31,2019 $ (3 4) $ (94) $ (12 8) 
Change in Fan Value Recognized m AOCI -

Amount of(Gain) Loss Reclassified from AOCI 

|rteiest Expense (b) 04 04 

Reclassifications from AOCI, before Income Tax (Expense) Benefit 0,4 - 0,4 
Income Tax (Expense) Benefit ol - ol 

Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 03 - 03 
Net Cunent Pei iod Othei Comprehensive Income (Loss) 03 03 

Balance in AOCI as of March 31,2020 $ (3 1) $ (94) $ (12.5) 

Cash Flow Hedge - Pension 

Three Months Ended March 31,2019 Interest Rate and OPEB Total 

(rn millions) 
Balance in AOC1 as of December 31,2018 $ (4 4) S (10 7) $ (15.1) 

Change in Faii Value Recogmzed in AOC! - -

Ainount of (Gam) Loss Reclassi fied from AOCI 

Intel est Expense (b) 04 04 
Reclassifications froin AOCI, before Income Tax (Expense) Benefit 0 4 - 0.4 

li,coine I ax (Expense)Benefit 0 1 - 0 i 

Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 03 - 03 
Net Cu ent Period Otliei Coinpiehensive Income (Loss) 03 - 03 

Balance in AOC1 as of March 31, 2019 $ (4 1) $ (10.7) $ (14 8) 

APCo 

Cash Flow Hedge - Pension 

Three Months Ended March 31,2020 Interest Rate and OPEB 1 Otal 

(in millions) 

Balance in AOCI as of December 31, 2019 $ 09 $ 4.1 $ 5.0 

Change in Fait Value Recognized in AOCI (3 9) (3 9) 
Ainount of (Gain) Loss Reclassified from AOCI 

Inteiest Eipense (b) (0 4) (04) 

Ainortization of Prior Service Cost (Ciedit) - (l.3) (13) 
Amoitization of Actuaria] (Gains) Losses - 01 01 

Reclassifications from AOCI, before Incoine Tax (Expense) Benefit (0 4) (12) (16) 
Income Tax (E\pense) Benefit (0 I ) (0 3) (0 4) 

Reelassifications froin AOCI, Net of Income Tax (Expense) Benefit (0.3) (0 9) (12) 
Net Cu ent Pei iod Otlicr Compiehensive hicoine (Loss) (4 2) (0 9) (5 I) 
Balance in AOCI as of March 31,2020 $ (3 3) $ 32 $ (0 1) 

Cash Flow Hedge - Pension 

Three Monthb Ended March 31, 2019 Interestltate and OPEB l'otal 

(in millions) 

Balance in AOCI as of December 31,2018 $ 18 $ (6 8) $ (5 0) 
Change in Fait Value Recogmzed in AOCI -

Amount of (Gain) Loss Reclassified from AOCI 
Interest Expense (b) (0 3) - (0 3) 
Ainortization of Pi·ior Service Cost (Credit) - (1 3) (1 3) 
Amortization oi'Actuaiml (Gams) Losses - 0 5 05 

Reclassifications from AOCI, before income Tax (Expeiise) Benefit (0 3) (0 8) (11) 
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Income Tax (Expense) Benefit (0 I) (0 2) (0,3) 
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit (0 2) (0 6) (0.8) 
Net Current Period Other Comprehensive [ncome (Loss) (0 2) (0.6) (0 8) 
Balance in AOCI as of March 31,2019 $ 1.6 $ (7 4) $ (5 8) 

115 

Sponsored By' Michael Baird 

4762 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 136 of 351 

MM 

Cash Flow Hedge - Pension 

Ihree IMonths Ended March 31, 2020 Interest Rate and OPEB Total 

(in millions) 

Balance in AOC] as of December 31,2019 $ (9 9) $ (17) $ (11.6) 

Change m Fait Value Recognized in AOC] - -

Ainount of (Gain) Loss Reclassified from AOCI 

Inteiest Expense (b) 05 - 05 

Ainortization of Pnoi· Service Cost (Credit) - (0 2) (0.2) 
Amorttzation of Actuaital (Gains) Losses 02 02 

Reclassifications from AOCI, before Income Tax (Expense) Benefit 0 5 - 0.5 
Income Tax (Expense) Benefit oi - 0] 

Reclassifications from AOCI, Net of Income Tax (Expense) Benefit 04 - 0.4 
Net Cutient Penod Othei Compiehensive Income (I.oss) 04 - 04 

Balance in AOCI as of March 31,2020 $ (9 5) $ (1.7) $ (112) 

Cash Flow Hedge- Pension 

Three Months Ended March 31,2019 Interest Rate and OPEB i otai 

(in millions) 

Balance in AOC[ as of December 31, 2018 $ (11 5) $ (2 3) $ (13 8) 
Change in Fait Value Recognized iii AOCI -

Amount of(Gain) Loss Reclassified from AOCI 

|nteiest Expense (b) 05 05 

Amortization ofPrior Service Cost (Credit) - (0 2) (0 2) 
Amortization of Actuai-tai (Gains) Low;es - 02 02 

Reclassifications from AOCI, before Income Tax (Expense) Benefit 05 - 05 
liicome Tax (Expense) Benefit 01 - 01 

Reclassificattons from AOCI, Net of Incoine Tax (Expense) Benefit 04 - 04 
Net Citnent Pei tod Othet Compiehenstve Income (Loss) 04 - 04 

Balance in AOC] as of March 31,2019 $ (11.1) $ (2 3) $ (]3.4) 

OPCO 

Cash Flow Hedge -

rhree Months Ended March 31,2020 Interest Rate 

(in millions) 

Balance in AOC] as of December 31, 2019 $ -

Change m Fait Value Recognized in AOCI -

Amount of (Gain) Loss Reclassified fiom AOCI 
Inteiest E,pense (b) 

Reclassifications fioin AOC1, before Income Tax (Expense) Benefit -

Income Tax (Expense) Benefit 

Reclassifications froin AOCI, Net of Income Tax (Expense) Benefit -

Net Curtent Penod Othei Comprehensive Income (1.oqs) -

Balance in AOCI as of March 31, 2020 $ -

Cash Floi, Hedge -

Three Months Ended March 31, 20!9 Interest Rate 

(in millions) 

Balance in AOCI as of December 31, 2018 $ 

Change in Fan Value Recognized in AOCI 
Amount of(Gain) Loss Reclassified froin AOCI 

Inteiest Expense (b) 

Reclassificattons from AOCI, befoie Income Tax (Expense) Benefit 

10 

(0 4) 
(0 4) 
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Income Tax (Expense) Benefit (0 ]) 
Reclassifications from AOCI, Net of Income Tax (Expense) Benefit (0 3) 
Net Current Period Other Comprehensive Income (Loss) (0 3) 
Ballance in AOCI as of March 31,2019 $ 07 
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ESQ 

Cash Flow Hedge -

l'hree Months Ended March 31,2020 Interest Rate 

(in millions) 
Balance in AOC[ as of December 31, 2019 $ 1.1 
Change in Fait Value I<eeogni7ed 111 AOCI 

Amount of(Gain) Loss Reclassified fi·oin AOCI 
Intci est Expense (b) (0 3) 

Reclassifications from AOC], before Income Tax (Expense) Benefit (0.3) 
Income 1-a, (E,pense) Benefit (0 I) 

Reclassifications from AOCI, Net of Income Tax (Expense) Benefit (0 2) 
Net Citrient Period Othe, Compiehensive Income (Loss) (0 2) 
Balance in AOCI as of March 31,2020 $ 09 

Cash Flow l ledge-

Thi·ee Months Ended Mai·ch 31,2019 Interest Itate 

(in millions) 

Balance in AOCI as of December 31,2018 $ 2 l 
Change in Faii Vahie Recogni·zed iii AOC! -

Amount of(Gain) Loss Reclassified from AOCI 
InteIest E.pensc (b) (03) 

Reclasstfications from AOCI. befoie Income Tax (Expense) Benefit (0 3) 
hicome Tax (Expense) Benefit (01) 

Reclassifications from AOCI. Net of Income Tax (Expense) Benefit (0.2) 
Net Cui-ient Pc,iod Othet Coinptchensne Income (Loss) (0 2) 
Balance in AOCI as of March 31, 2019 $ 1.9 

NWEPCI 

Cash Flow Iledge- Pension 

Three Months Ended March 31,2020 interest Rate and OPEB Total 

(in millions) 
Balance in AOCI as of December 31,2019 $ (1.8) $ 0.5 $ (13) 
Change in Fair Value Recogmzed iii AOC] -

Amount of (Gain) Loss Reclassified from AOCI 

Inteiest Expense (b) 05 - 05 

Amortizatton of Pnor Service Cost (Credit) - (0 5) (0 5) 
Reel,isstfieations from AOCI. befoi e I,uco,ne t'ar (E#peiiqe) Benefit 05 (05) 

Income Tax (Expense) Benefit 0.1 (0 1) -

Reelaqsifieattons fiom AOCI. Net of Iniome Ta: (Expense) Benefit 04 (0 4) 
Net Current Period Othet Comprehensive Income (Loss) 04 (0 4) -
Halanee in AOCI as of March jl, 2020 $ ( I 4) S 01 $ (I 3) 

Cash Flow l Iedge - Pension 
rhree Months Ended March 31, 2019 Interest Rate and OPEB 'Total 

(in millions) 
Balance in AOCI as of December 31,2018 $ (3 3) $ (2.!) S (5.4) 
Change in Fam Value Recogmzed in AOC] -
Amount of (Gain) Loss Reclassified from AOCI 

Intetcst Expense (b) 05 05 

Ainortization of Prior Service Cost (Credit) - (0 5) (0 5) 
Amoi-tizatioii oi Actuanal (Gamq) Losses 0.1 0 I 

Reclassifications from AOCI, befoie Incoine Tax (Expense) Benefit 0.5 (0.4) 01 
Income Ta\ (E\pense) Benefit ol (0 I ) 
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Reclassjfications from AOCI, Net of Income Tax (Expense) Benefit 04 (03) 01 

Net Current Period Other Comprehensive Income (Loss) 04 (0 3) ol 

Balance in AOCI as of Mareh 31,2019 $ (2.9) $ (24) $ (5 3) 

(a) The change tn fair value includes $5 million related to AEP's investment in Joint venture wind faims acquired as part of the purchase o f Sempra Rcnewables LLC for the 
three inonths ended March 31,2020 

(b) Amounts reclassitied to the ieferenced line item on the slateinents of income 
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4. RATE MATTERS 

The disclosures in this note apply to all Registrants unless indicated otherwise. 

As discussed in the 2019 Annual Report, the Registrants are involved in rate and regulatory proceedings at the FERC and their state 
commissions. The Rate Matters note within the 2019 Annual Report should be read in conjunction with this report to gain a complete 
understanding of material rate matters still pending that could impact net income, cash flows and possibly financial condition. The following 
discusses ratemaking developments in 2020 and updates the 2019 Annual Report. 

Regulated Generating Units to be Retired (Applies to AEP, PSO and SWEPCo) 

In September 2018, management announced that the Oklaunion Power Station is probable of abandonment and is expected to be retired by 
October 2020. 

In January 2020, as part of the 2019 Arkansas Base Rate Case, management announced that the Dolet Hills Power Station was probable of 
abandonment and was to be retired by December 2026. In March 2020, management announced plans to accelerate the expected retirement 
date to the end of September 2021. 

The table below summarizes the plant investment and their cost of removal. currently being recovered, as well as the regulatory assets for 
accelerated depreciation for the generating units as ofMarch 31,2020. 

Cost of 
Accelerated Removal Expected Remaining 

Gloss Accumulated Net Depreciation Materials and Regulatory Retirement Recovery 
Plant Investment Depreciation Investment Regulatory Asset Supplies Liability Date Period 

Cdollars in millions) 
Oklaimion 

Power 
27 yeais Station $ I 06 8 $ 92 6 $ 14 2 $ 33 0 (a) $ 33 $ 52 2020 

Dolct Hills 
Powei 

27 yeais Station 3414 205 0 136 4 91 (b) 58 23 7 2021 

(a) m Octobet 2018. PSO changed depieciation iates to utihze the 2020 end-ol'-life ancl defer depreciation e~pense to a regulatory asset foi the ainoum m e\cess of the pi:viotisly OCC-
appi oved depi eciation rates toi· Oklaunion Powei Station 

(b) ]n Janiiary 2020. SWEPCo changcd dcpi·eciation tales to utihze the 2026 end-of-life and defer depreciation expense to a iegulatoiy asset foi the amoiml iii excess of the previously 
APSC-appioved depreciation rates fot Dolet Hills Powet Station In Mmch 2020 SWEPCo changed depicciation rates agam to uti ze the acceleiated 2021 end-of-life 

Dolet Hills Power Station and Related Fuel Operations (Applies to AEP and SWEPCo) 

During the second quarter of 2019. the Dolet Hills Power Station initiated a seasonal operating schedule. In January 2020, in accordance with 
the terms of SWEPCo's settlement of its base rate review filed with the APSC, management announced that SWEPCo will seek regulatory 
approval to retire the Dc)let Hills Power Station by the end of 2026. DHLC provides 100% oithe fuel supply to Dolet Hills Power Station. In 
March 2020. it was determined that DHLC would not proceed developing additional mining areas for future lignitc extraction and 
management notified a substantial poilion of its workforce that employment will permanently end in .June 2020. Based on these actions, 
management has revised the estimated useful life of many of DHLC's assets to June 2020 to coincide with the date at which extraction is 
expected to be discontinued. Management also revised the useful life of the Dolet Hills Power Station to September 2021 based on the 
remaining estimated fuel supply available for continued seasonal operation. In March 2020, primarily due to the revision in the useful life of 
DHLC, SWEPCo recorded a revision to increase estimated ARO liabilities by $21 million. In April 2020, SWEPCo and CLECO .jointly filed 
a notification letter to the LPSC providing notice ofthe pending cessation of lignite mining in June 2020. 

The Dolet Hills Power Station costs are recoverable by SWEPCo through base rates. SWEPCo's share ofthe net investment in the Dolet Hills 
Power Station is $151 million, including CWIP and matei·ials and supplies, before cost of removal. 
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Fuel costs incurred by the Dolet Hills Power Station are recoverable by SWEPCo through active fuel clauses Under the Lignite Mining 
Agreement. DHLC bills SWEPCo ils proportionate share of incurred lignite extraction and associated mining-related costs as fuel is 
delivered As of March 31,2020. DHLC has unbi]Ied lignite inventory and fixed costs of$124 million that will be billed to SWEPCo prior to 
the closure of the Dolet Hills Power Station. In 2009, SWEPCo acquired interests in the Oxbow I,ignite Company (Oxbow), which owns 
mineral rights and leases land Under a .joint Operating Agreement pertaining to the Oxbow mineral nghts and land leases, Oxbow bills 
SWEPCo its proportionate share of incurred costs As of March 31,2020 Oxbow has unbilled fixed costs of $26 million that will be billed to 
SWEPCo prior to the closure of the Dolet Hills Power Station. Additional operational and land-related costs are expected to be incurred by 
DHLC and Oxbow and billed to SWEPCo prior to the closure of the Do[et Hills Power Statton and recovered through fuel clauses 

If any ofthese costs are not recoverable. it could reduce future net income and cash flows and impact financial condition. 

Regulatory Assets Pending Final Regulatory Approval (Applies to all Registrants except AEPTCo) 

AEP 
Alarch 31, December 31, 

2020 2019 
Noncurrent Regulatory Assets (in millions) 

Regulatorv Assets Currently Earning a Return 
Plant Retirement Costs - Unrecovered Plant $ 35.2 $ 35.2 
Oklaunion Power Station Accelerated Depreciation 33 0 27.4 
Kentucky Deferred Purchase Power Expenses 32.9 30.2 
Dolet Hills Power Station Accelerated Depreciation 91 -
Other Regulatory Assets Pending Final Regulatory Approval 21 0.7 

Regulatorv Assets Currentlv Not Earning a Return 
Plant Retirement Costs - Asset Retirement Obligation Costs 25.9 30.1 
Asset Retirement Obligation 7.7 7.2 
Storm-Related Costs 7.3 7.2 
Vegetation Management Program (a) 38 29 4 
Cook Plant Study Costs (b) - 7.6 
Other Regulatory Assets Pending Final Regulatory Approval 5.0 67 

Total Regulatory Assets Pending Final Regulatory Approval (c) $ 162.0 $ 181.7 

(a) In April 2020. $26 million of deferred expenses were approved for recovery. See -2019 Texas Base Rate Case' section below for 
additional Information 

(b) Approved for recovery in the first quartei· of 2020 tn the Indiana Base Rate Case, 
(c) APCo is currently in the process ofrettring and replacing its Virginia.lurisdictional Automated Meter Reading (AMR) meters with AMI 

meters. As of March 31,2020 and December 31.2019. APCo has approximately $52 million and $5 I million, respectively, of Virginia 
jurisdictional AMR meters recorded in Total Property, Plant and Equipment - Net on its balance sheets. APCo is pursuing full recovery 
of these assets through its Virginia depreciation rates See 1017-2019 Virginia Tricnnial Review" section below for additional 
information 

AEP Texas 
March 31, December 31, 

2020 2019 
Noncurrent Regulatory Assets (in millions) 

Regulator, Assets Currentlv Not Earnina a Return 
Vegetation Management Program (a) $ 3.8 $ 29.4 
Other Regulatory Assets Pending Final Regulatory Approval 15 14 

Total Regulatory Assets Pending Final Regulatory Approval $ 53 $ 30 8 

(a) In April 2020, $26 million of deferred expenses were approved for recovery See '20 19 Texas Base Rate Case" section below for 
additional information. 
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AP(No 
March 31, December 31, 

2020 2019 
Noncurrent Regulatory Assets (in millions) 

Regulatory Assets Currently Earning a Return 
Plant Retirement Costs - Materials and Supplies $ - $ 0.5 

Regulatory Assets Currenllv Not Earning a Return 
Plant Retirement Costs - Asset Retirement Obligation Costs 25.9 30.1 

Total Regulatory Assets Pending Final Regulatory Approval (a) $ 25.9 $ 30.6 

(a) APCo is currently in the process of retiring and replacing its Virginia jurisdictional Automated Meter Reading (AMR) meters with AMI 
meters. As of March 31.2020 and Deceinber 31.2019, APCo has approximately $52 million and $51 million. respectively, of Virginia 
jurisdictional AMR meters recorded in Total Property, Plant and Equipment - Net on its balance sheets. APCo is pursuing full recovery 
of these assets through its Virginia depreciation rates, See -2017-2019 Virginia Triennial Review" section below for additional 
information. 

1&M 
March 31, December 31, 

2020 2019 
Noncurrent Regulatory Assets (in millions) 

Regulatory Assets Currently Not Earning a Return 
Cook Plant Study Costs (a) $ - $ 7.6 
Other Regulatory Assets Pending Final Regulatory Approval - 0.1 

Total Regulatory Assets Pending Final Regulatory Approval $ - $ 7.7 

(a) Approved for recovery in the first quarter of 2020 in the Indiana Base Rate Case. 

OPCo 
March 31, December 31, 

2020 2019 
Noncurrent Regulatory Assets (in millions) 

Regulatory Assets Currently Not Earning a Return 
Other Regulatory Assets Pending Final Regulatory Approval $ 0. I $ 0.1 

Total Regulatory Assets Pending Final Regulatory Approval $ 0.1 $ 0.1 

iso 
March 31, December 31, 

2020 2019 
Noncurrent Regulatory Assets (in millions) 

Regulatory Assets Currently Earning a Return 
Oklaunion Power Station Accelerated Depreciation $ 33.0 $ 27.4 

Regulatory Assets Currently Not Earning a Return 
Storm-Related Costs 7.3 7.2 

Total Regulatory Assets Pending Final Regulatory Approval $ 40.3 $ 34.6 
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SWEPCo 
March 31, December 31, 

2020 2019 
Noncurrent Regulatory Assets (in millions) 

Regulatory Assets Cut·rentlv Earnine a Return 
Plant Retirement Costs - Unrecovered Plant, Louisiana $ 35.2 $ 35.2 
Dolet Hills Power Station Accelerated Depreciation 9.1 -
Other Regulatory Assets Pending Final Regulatory Approval 2.2 0.2 

Reeulatorv Assets Currently Not Earning a Return 
Asset Retirement Obligation - Louisiana 7.7 7.2 
Other Regulatory Assets Pending Final Regulatory Approval 1.9 3.7 

Total Regulatory Assets Pending Final Regulatory Approval $ 56.1 $ 46.3 

If these costs are ultimately determined not to be recoverable. it could reduce future net income and cash flows and impact linancja] 
condition. 

COVID-19 Pandemic 

AEPs electric utility operating companies have informed retail customers and state regulators that disconnections for non-payment have been 
temporarily suspended. These uncertain economic conditions may result in the inability of customers to pay for electric service. which could 
affect the collectability of the Registrants revenues and adversely aflbct financial results. The Registrants are currently evaluating and 
working with regulatory commissions on potential rate recovery for increased costs as a result of the impacts of COVID-19. If any costs 
related to COVID-19 are not recovei·able, it could reduce future net income and cash flows aiid impact financial condition. The table below 
describes the key elements of orders received. by jurisdiction. in response to COVID- 19: 

Company Jurisdiction Order 

AEP Texas, Texas • Established a COVID-19 Electricity Relief Program to be funded through a rider for eligible residential customers in 
ETT, SWEPCo the areas of the state open to customer choice (AEP Texas only) 

® Granted permission for utilities to record a regulatory asset for expenses including, but not limited to. non-payment of 
qualified customer bills who have been affected by the COVID-19 pandcmic 

APCo Virginia @ Granted permission for utilities to defer expenses related to the COVID-19 pandemic. Deferral will be subject to 
APCo's Virginia earnings test during the 2020-2022 Triennial period. 

1&M Michigan @ Granted permission for utilities to defer certain expenses related to the COV[D-19 pandemic. 
SWEPCo Arkansas ® Granted permission for utilities to establish a regulatory asset to record costs resulting from the suspension of 

disoonnectlons offset by any cost savings directly attributable to the suspension of disconnections or other activities 
during the COVID-19 pandemic. 

S WE Pco Louisiana ® Granted permission for utilities to record a regulatory asset for expenses resulting from the suspension of 
disconnections and collection of late fees related to the COV[D-19 pandemic 

AEP Texas Rate Matters (Applies to AEP and AEP Texas) 

2019 Texas Base Rate Case 

In May 2019. AEP Texas filed a request with the PUCT 1%,r a $56 million annual increase in rates based upon a proposed 10.5% return on 
common equity. The filing included a proposed Income Tax Refund Rider that will refund $21 million annually of Excess ADIT that is 
primarily not subject to normalization requirements. The rate case also sought a prudence determination on all transmission and distribution 
capital additions through 20 I 8 included in interim rates from 2008 to December 2019. 
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In April 2020, the PUCT issued an order approving a stipulation and settlement agreement. The order includes an annual base rate reduction 
of$40 million based upon a 9.4% return on common equity with a capital stiucture of 57.5% debl and 42.5% common equity effective with 
the first billing cycle in June 2020. The order provides recovery of $26 million iii capitalized vegetation management expenses that were 
incurred through 2018. The order includes disallowances of $23 million related to capital investments recorded through 2018 and $4 million 
related to rate case expenses.In addition, AEP Texas will refund: (a) $77 million of Excess ADIT and excess federal income taxes collected 
as a result ofTax Reform to distribution customers over a one year period, (b) $3 I million of Excess ADIT and excess federal income taxes 
collected as a result oil'ax Reform to transmission customers as a one-time credit and (c) $30 million o f previously collected rates that were 
subject to reconciliation in this proceeding over a one year period with no carrying costs. The order requires AEP Texas to file its next base 
rate case within four years ofthe date of that the final order was issued. The order also states future financially based capital incentives will 
not be included in interim transmission and distribution rates and contains various ring-fencing provisions. As a result of the final order, AEP 
Texas will refund $275 million of Excess ADIT associated with certain depreciable property using ARAM to transmission customers. AEP 
Texas will determine how to refund the remaining Excess ADIT that is not subject to normalization requirements in future proceedings. 

In December 2019, as a result of the initial stipulation and settlement agreement, AEP Texas (a) recorded an impairment of $33 million 
related to capital investments, which included $10 million of 2019 investments, in Asset Impairments and Other Related Charges on the 
statements of income. (b) recorded a $30 million provision for refund on the statements of income for revenues previously collected through 
rates and (c) wrote-off $4 million of rate case expenses to Other Operation on the statements of income. 

APCo and WPCo Rate Matters (Applies to AEP and APCo) 

2017-2019 Virginia Triennial Review 

Amendments to Virginia law impacting investor-owned utilities were enacted, effective July 1,2018, that required APCo to tile a generation 
and distribution base rate case by March 3 l, 2020 using 2017, 2018 and 20]9 earnings test years (triennial review). Triennial reviews are 
subject to an earnings test, which provides that 70% of any earnings in excess of 70 basis points above APCo's Virginia SCC authorized 
ROE would be refunded to customers. [n such case, the Virginia SCC could also lower APCo's Virginia retail base rates on a prospective 
basis. In November 20 I 8, the Virginia SCC authorized a ROE of 9.42% applicable to APCo base rate earnings for the 2017-2019 triennial 
period. 

Virginia law provides that costs associated with asset impairments of retired coal generation assets, or automated meters, or both, which a 
utility records as an expense, shall be attributed to the test periods undei· review in a triennial review proceeding, and be deemed recovered. 
In 2015. APCo retired the Spot·n Plant, the Kanawha River Plant, the Glen Lyn Plant, Clinch River Unit 3 and the coal portions of Clinch 
River Units 1 and 2 (collectively, the retired coal-fired generation assets). Tile net book value of these plants at the retirement date was $93 
million before cost of removal, including materials and supplies inventory and ARO balances. Based on management's interpretation of 
Virginia law and more certainty regarding APCos triennial revenues, expenses and resulting earnings upon reaching the end of the three-year 
review period, APCo recorded a pretax expense of $93 million related to its previously retired coal-fired generation assets in December 
2019. As a result. management deems these costs to be substantially recovered by APCo during the triennial review period. 

In March 2020, APCo submitted its 2017-2019 Virginia triennia] earnings review filing and base rate case with the Virginia SCC as required 
by state law. APCo requested a $65 million annual increase based upon a proposed 9.9% return on common equity. The requested annual 
inci·ease includes $19 million related to depreciation for updated test year end dept·eciable balances and a proposed increase in APCo's 
Virginia depreciation rates and $8 million related to APCo's calculated shortfall in 2017-2019 APCos Virginia earnings. Inclusive ofthe $93 
million expense associated with APCo's Virginia jurisdictional retired coal-fired plants, APCo calculated its 2017-2019 Virginia earnings for 
the triennial period to be below the authorized ROE range. 
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APCo is currently in the process of retiring and replacing its Virginia jurisdictional Automated Meter Reading (AMR) meters with AMI 
meters. As of March 31, 2020 and December 31,2019, APCo has approximately $52 million and $51 million of Virginia jurisdictional AMR 
meters recorded in Total Property. Plant and Equipment - Net on its balance sheets. APCo is pursuing full recovery of these assets through its 
Virginia depreciation rates as discussed above. 

I fany APCo Virginia.jurisdictional costs are not recovei·able or ifrefunds ofrevenues collected from customers during the triennial review 
period are ordered by the Virginia SCC, it could reduce future net income and cash flows and impact financial condition. 

ETT Rate Matters (Applies to Ala') 

ETT interim Transmission Rates 

AEP has a 50% equity ownership interest in ETT. Predominantly all of ETT's revenues are based on interim rate changes that can be filed 
twice annually and are subject to review and possible true-up in the next base rate proceeding. Through March 31, 2020, AEP's share of 
EIT's cumulative revenues that are subject to review is estimated to be $1.1 billion. A base rate review could produce a refund if ETT incurs 
a disallowance of the transmission investment on which an interim increase was based. A revenue decrease, including a refund of interim 
transmission rates. could reduce future net income and cash flows and impact financial condition. Management is unable to determine a range 
of potential losses, if any, that are reasonably possible of occurring. 

In 2018, the PUCT adopted a rule requiring investor-owned utilities operating solely inside ERCOT to make periodic filings for base rate 
proceedings. The rule requires ETT to file for a comprehensive base rate review no later than February 1.2021. 

1&M Rate Matters (Applies to AEP and 1&M) 

2019 Indiana Base Rate Case 

In May 2019, I&M filed a request with the IURC toi· a $172 million annual increase. The requested increase in Indiana rates would be phased 
in through January 2021 and was based upon a proposed 1 ().5% return on common equity. The proposed annual increase included $78 
million related to a proposed annual increase in depreciation expense. The requested annual increase in depreciation expense included $52 
million related to proposed investments and $26 million related to increased depreciation rates. The request included the continuation of all 
existing riders and a new AMI rider for proposed meter projects. 

In March 2020, the IURC issued an order authorizing a $77 million annual base rate increase based upon a return on common equity of 9.7% 
effective March 2020. This increase will be phased in through January 2021 with an approximate $44 million annual increase in base rates 
effective March 2020 and the full $77 million annual increase effective .Ianuat·y 2021. The order approved the majority of 1&M's proposed 
changes in depreciation. The ordei also approved the test year level of AMI deployment but did not approve a cost recovery rider for AMI 
investments made in subsequent years. The order rejected 1&Ms proposed re-allocation of capacity costs related to the loss of a significant 
FERC wholesale contract, which will negatively impact 1&M's annual pretax earnings by approximately $20 million starting June 2020. In 
March 2020,1&M filed for rehearing as a result ofthe IURC's ruling to reject 1&M's proposed re-allocation of capacity costs. Intervenors 
subsequently filed objections to 1&M's appeal. In April 2020, 1&M filed a reply to these objections on rehearing and appealed the IURC's 
order. 
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OPCo Rate Matters (Applies to AEP and OPCo) 

2020 Ohio Base Rate Case 

In April 2020. OPCo filed a pre-filing notice stating its intent to file an application with the PUCO to adjust distribution rates. OPCo plans to 
file the application in May 2020 and also plans to request a temporary delay of the normal rate case proceeding due to the COW D-19 
pandemic. 

SWEPCo Rate Matters (Applies to AEP and SWEPCo) 

2012 Texas Base Rate Case 

In 2012, S WEPCo filed a request with the PUCT to increase annual base rates primarily due to the completion ofthe lurk Plant. In 2013, the 
PUCT issued an order allirming the prudence of the 'rui-k Plant but determined that the Turk Plants Texas jurisdictional capital cost cap 
established in a previous Certificate of Convenience and Necessity case also limited SWEPCo's recovery of AFUDC in addition to limits on 
its recovery of cash construction costs. 

Upon rehearing in 2014, the PUCT reversed its initial ruling and determined that AFUDC was excluded from the Turk Plant's Texas 
jurisdictional capital cost cap. As a result, SWEPCo reversed $114 million of a previously recorded regulatory disallowance in 2013. The 
resulting annual base rate increase was approximately $52 million. In 2017, the Texas District Court upheld the PUCT's 2014 order and 
intervenors filed appeals with the l exas Third Court o f Appeals. 

In July 2018, the Texas Third Court of Appeals reversed the PUCT's judgment afiii-ming the prudence of the l'urk Plant and remanded the 
issue back to the PUCT. In January 2019, SWEPCo and the PUCT filed petitions for review with the Texas Supreme Court. In the fourth 
quarter of 2019 and first quarter ot'2020, SWEPCo and various intervenors filed briefs with the Texas Supreme Court. 

As of March 31, 2020, the net book value of Turk Plant was $1.5 billion, before cost of removal, including materials and supplies inventory 
and CWIP. If certain parts of the PUC'1' order are overturned and if SW[ZPCo cannot ultimately fully recover its approximate 33% Texas 
iurisdictional share of the Turk Plant investment, including AFUDC, it could reduce future net income and cash flows and impact financial 
condition. 

2016 Texas Base Rate Case 

In 2016, SWEPCo filed a request with the PUCT fora net increase in Texas annual revenues of $69 million based upon a l 0% return on 
common equity. In January 2018, the PUCT issued a final order approving a net increase in Texas annual revenues of$50 million based upon 
a return on common equity of'9.6%. effective May 2017. The final order also included: (a) approval to recover the Texas jurisdictional share 
of environmental investments placed in- service, as of.Iune 30,2016, at various plants, including Welsh Plant, Units 1 and 3, (b) approval of 
recovery of. but no return on, the Texas jurisdictional share of the net book value of Welsh Plant, Unit 2, (c) approval of $2 million in 
additional vegetation management expenses and (d) the rejection of SWEPCo's proposed transmission cost recovery mechanism. 

As a result of the final order. in 2017 SWEPCo: (a) recorded an impairment charge of$19 million. which included $7 million associated with 
the lack of return on Welsh Plant, Unit 2 and $12 million related to other disallowed plant investments, (b) recognized $32 million of 
additional revenues, for the period of May 2017 through December 2017, that was surcharged to customers in 2018 and (c) recognized an 
additional $7 million of expenses consisting primarily of depreciation expense and vegetation management expense, offset by the deferral of 
rate case expense. SWEPCo implemented new rates in February 2018 billings. The $32 million of additional 2017 revenues was collected 
during 2018. In March 2018, the PUCT clarified and corrected portions of the final order, without changing the overall decision or amounts 
of the rate change. The order has been appealed by various intervenors. If certain parts of the PUCT order are overturned, it could reduce 
future net income and cash flows and impact financial condition. 
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2018 Louisiana Formula Rate Filing 

In April 2018, SWEPCo filed its formula rate plan for testyear 2017 with the LPSC. The filing included a net $28 million annual increase, 
which was effective August 2018 and included SWEPCo's Louisianaiurisdictional share of Welsh Plant and Flint Creek Plant environmental 
controls. The filing also included a reduction in the federal income tax rate due to Tax Reform but did not address the return of Excess ADIT 
benefits to customers. 

In July 2018, SWEPCo made a supplemental filing to its formula rate plan with the LPSC to reduce the requested annual increase to $18 
million. The difference between SWEPCo's requested $28 million annual increase and the $18 million annual increase in the supplemental 
filing is primarily the result ofthe return of Excess ADIT benefits to customers. 

In October 2018, the L.PSC staff issued a recommendation that SWEPCo refund $11 million of excess federal income taxes collected, as a 
result of Tax Reform, from January 1, 2018 through July 31, 2018. In June 2019, the LPSC staff issued its report which reaffirmed its $1 l 
million refund recommendation. The report also contends that SWEPCo's requested annual rate increase of $18 million, which was 
implemented in August 2018, is overstated by $4 million and proposes an annual rate increase of $14 million. Additionally, the report 
recommends SWEPCo refund the excess over-collections associated with the $4 million difference for the period of August 2018 through the 
implementation ofnew rates. In July 2019, the LPSC approved the $11 million refund. A decision by the LPSC on the remaining formula rate 
plan issues is expected in the second quarter of 2020. If any of these costs are not recoverable, it could reduce future net income and cash 
flows and impact financial condition. 
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5. COMMITMENTS. GUARANTEES AND CONTINGENCIES 

The disclosures in this note apply to all Registrants unless indicated otherwise. 

The Registrants are subject to certain claims and legal actions arising in the ordinary course of business. In addition, the Registrants' 
business activities are subiect to extensive governmental regulation related to public health and the environment. The ultimate outcome of 
such pending or potential litigation against the Registrants cannot be predicted. Management accrues contingent liabilities only when 
management concludes that it is both probable that a liability has been incurred at the date ofthe financial statements and the amount of loss 
can be reasonably estimated. When management determines that it is not probable. but rather reasonably possible that a liability has been 
incurred at the date of the financial statements, management discloses such contingencies and the possible loss or range of loss if such 
estimate can be made. Any estimated range is based on currently available information and involves elements ofjudgment and significant 
uncertainties. Any estimated range of' possible loss may not represent the maximum possible loss exposure. Circumstances change over time 
and actual results may vary significantly from estimates. 

For current proceedings not specifically discussed below, management does not anticipate that the liabilities, if any5 arising from such 
proceedings would have a material effect on the financial statements. The Commitments. Guarantees and Contingencies note within the 2019 
Annual Report should be read in conjunction with this report. 

GUARANTEES 

Liabilities for guarantees are recorded in accordance with the accounting guidance for "Guarantees." There is no collateral held in relation to 
any guarantees. In the event any guarantee is drawn, there is no recourse to third-parties unless specified below. 

Letters of Credit (Applies to AEP, AEP Texas and OPCo) 

Standby letters of credit are entered into with third-parties. These letters of credit are issued in the ordinary course of business and cover 
items such as natural gas and electricity risk management contracts, construction contracts, insurance programs, security deposits and debt 
service reserves. 

AEP has a $4 billion revolving credit facility due in June 2022. under which up to $1.2 billion may be issued as letters of credit on behalf of 
subsidiaries. As of March 31, 2020, no letters of'credit were issued under the revolving credit facility. 

An uncommitted facility gives the issuer ofthe facility the right to accept or decline each request made under the facility. AEP issues letters 
of credit on behalf of subsidiaries under six uncommitted facilities totaling $405 million. The Registrants' maximum future payments for 
letters ofcredit issued under the uncommitted faci Iities as ol March 31,2020 were as follows: 

Company Amount Maturity 
(in millions) 

AEP $ 241.2 April 2020 to March 2021 
AEP 1 exas July 2020 2.2 
OPCo (a) 1.0 April 2021 

(a) In April 20205 the maturity date was extended from April 2020 to April 2021. 

Guarantees of Equity Method investees (Applies to AEP) 

In April 2019, AEP acquired Sempra Renewables LLC. See Acquisitions' section ofNote 6 for additional information. 
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indemnifications and Other Guarantees 

Contracls 

The Registrants enter into certain types of contracts which require indemnifications. Typically these contracts include, but are not limited to. 
sale agreements, lease agreements. purchase agreements and financing agreements. Generally, these agreements may include. but are not 
limited to, indemnifications around certain tax. contractual and environmental matters. With respect to sale agreements, exposure generally 
does not exceed the sale price. As of March 31,2020, there were no material liabilities recorded for any indemnifications. 

AEPSC conducts power purchase-and-sale activity on behalf of APCo, I&M, KPCo and WPCo, who are jointly and severally liable for 
activity conducted on their behalf. AEPSC also conducts power purchase-and-sale activity on behalf of PSO and SWEPCo, who are jointly 
and severa]Iy liable for activity conducted on their behalf. 

Master Lease Agreements (Applies to all Registrants except AEPTCo) 

1 he Registrants lease certain equipment under master lease agreements. Under the lease agreements. the Iessor is guaranteed a residual value 
up to a stated percentage of the equipment cost at the end of the lease term. If the actual fair value of the leased equipment is below the 
guaranteed residual value at the end of the lease term, the Registrants are committed to pay the difference between the actual fair value and 
the residual value guarantee. Historically, at the end of the lease term the fair value has been in excess of the amount guaranteed. As of 
March 31,2020, the maximum potential loss by the Registrants for these lease agreements assuming the fair value of the equipment is zero at 
the end of the lease term was as follows: 

Maximum 
Company Potential Loss 

(in millions) 
AEP $ 48.5 
AEP Texas 11.6 
APCo 6.6 
I&M 4.3 
OPCo 7.6 
PSO 4.4 
SWEPCo 4.9 

Rockport Lease (Applies to AEP and I&M) 

AEGCo and I&M entered into a sale-and-leaseback transaction in 1989 with Wilmington Trust Company (Owner Trustee), an unrelated, 
unconsolidated trustee for Rockpoi-t Plant. Unit 2 (the Plant). The Owner Trustee was capitalized with equity from six owner participants 
with no relationship to AEP or any of its subsidiaries and debt from a syndicate of banks and securities in a private placement to certain 
institutional investors. 

The Owner Trustee owns the Plant and leases equal portions to AEGCo and I&M. The lease is accounted for as an operating lease with the 
payment obligations included in the future minimum lease payments schedule earlier in this note. The lease term is for 33 years and at the 
end oftlie lease term. AEGCo and 1&M have the option to renew the lease at a rate that approximates fair value. The option to renew was not 
included in the measurement of the lease obligation as of March 31.2020 as the execution of the option was not reasonably certain. AEP. 
AEGCo and I&M have no ownership interest in the Owner Trustee and do not guarantee its debt. 
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The future minimum lease payments for this sale-and-leaseback transaction as of March 31, 2020 were as follows: 

Future Minimum Lease Payments AEP (a) 1&M 
(in millions) 

2020 $ 147.8 $ 73.9 
202I 147.8 73.9 
2022 147.5 73.7 

Total Future Minimum Lease Payments $ 443.1 $ 

(a) AEP's future minimum lease payments include equal shares from AEGCo and 1&M. 

AEPRO Boat and Barge Leases (Applies to AEP) 

221.5 

In 2015, AEP sold its commercial barge transportation subsidiary, AEPRO, to a nonajliliated party. Certain boat and barge leases acquired by 
the nonaffiliated party are subject to an AEP guarantee in favor of the respective lessors, ensuring future payments under such leases with 
maturities up to 2027. As of March 31,2020, the maximum potential amount of future payments required under the guaranteed leases was 
$53 million. Under the terms of certain of the arrangements, upon the lessors exercising their rights after an event of default by the 
nonaftiliated patty, AEP is entitled to enter into new lease ari·angements as a lessee that would have substantially the same terms as the 
existing leases. Alternatively, for the arrangements with one of the lessors. upon an event of default by the nonaffiliated party and the lessor 
exercising its rights, payment to the lessor would allow AEP to step into the Iessor's rights as well as obtaining title to the assets. Under either 
situation, AEP would have the ability to utilize the assets in the normal course of barging operations. AEP would also have the light to sell 
the acquired assets for which it obtained title. As of March 31, 2020, AEP's boat and barge lease guarantee liability was $4 million. of which 
$1 million was recorded in Other Cui'rent Liabilities and $3 million was recorded in Deferred Credits and Other Noncurrent Liabilities on 
AEP's balance sheet. 

In February 2020, the nonaftiliated party filed Chapter 11 bankruptcy. The party entered into a restructuring support agreement and has 
announced it expects to continue their operations as normal. In March 2020. the bankruptcy Court approved the party's recapitalization plan. 
In April 2020, the nonafliliated party emerged from bankruptcy. Management has determined that it is reasonably possible that enforcement 
of AEP's liability ior future payments under these leases will be exercised within the next twelve months. In such an event, ij AEP is unable 
to sell or incorporate any of the acquired assets into its tleet operations, it could reduce future net income and cash flows and impact financial 
condition. 

ENVIRONMENTAL CONTINGENCIES (Applies to all Registrants except AEPTCo) 

The Comprehensive Environmental Response Compensation and Liability Act (Superfund) and State Remediation 

By-products from the generation of electricity include materials such as ash, slag, sludge, low-level radioactive waste and SNF. Coal 
combustion by-products, which constitute the overwhelming percentage of these materials, are typically treated and deposited in captive 
disposal facilities or are beneficially utilized. In addition, the generation plants and transmission and distribution facilities have used 
asbestos. polychlorinated biphenyls and other hazardous and non-hazardous materials. lhe Registrants currently incur costs to dispose of 
these substances safely. [·'or remediation processes not specifically discussed, management does not anticipate that the liabilities. if any, 
arising from such remediation pi·ocesses would have a material effect on the financial statements. 

Virginia House Bill 443 (Applies to AEP and APCo) 

In March 2020, Virginia's Governor signed House Bill 443 (HB 443) requiring APCo to close ash disposal units at the retired Glen Lyn 
Station by removal ofall coal combustion material. APCo's current ARO for these units is based on closure in place and will require future 
revision to reflect the costs of closure by removal. As of March 31,2020, APCo is unable to reasonably estimate this cost due to the recent 
passage of the legislation. Management expects to record a material revision to the ARO after engineering plans for the removal are 
developed later in 2020. The closure is required to be completed within 15 years from the start of the excavation process. HB 443 provides 
for the recovery of all costs associated with closure by removal through the Virginia environmental rate adjustment clause (E-RAC). APCo 
may begin deferring incurred costs on July 1.2020 and recovering these costs through the E-RAC beginning 
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July 1,2022. APCo is permitted to record carrying costs on the unrecovered balance of closure costs at a weighted average cost of capital 
approved by the Virginia SCC. HB 443 also allows any closure costs allocated to non-Virginia jurisdictional customers, but not collected 
from such non-Virginia jurisdictional customers. to be recovered from Virginia jurisdictional customers through the E-RAC. Management 
does not expect HB 443 to materially impact results of operations or cash flows, but does anticipate a material impact to APCo's balance 
sheet. 

NUCLEAR CONTINGENCIES (Applies to AEP and 1&M) 

1&M owns and operates the Cook Plant under licenses granted by the Nuclear Regulatory Commission. I&M has a significant future 
financial commitment to dispose of SNF and to salely decommission and decontaminate the plant. The licenses to operate the two nuclear 
units at the Cook Plant expire in 2034 and 2037. The operation of a nuclear facility also involves special risks, potential liabilities and 
specific regulator'y and safety requirements. By agreement, 1&M is partially liable, together with all other electric utility companies that own 
nuclear generation units, for a nuclear power plant incident at any nuclear plant in the U.S. Should a nuclear incident occur at any nuclear 
power plant in the U.S., the resultant liability could be substantial. 

OPERATIONAL CONTINGENCIES 

Rockport Plant Litigation (Applies to AEP and 1&M) 

In 2013, the Wilmington Trust Company filed a complaint in the U.S. District Court for the Southern Disuict of New York against AEGCo 
and 1&M alleging that it would be unlawfully burdened by the terms of the modified NSR consent decree after the Rockport Plant, Unit 2 
lease expiration in December 2022. The terms of the consent decree allow the installation of environmental emission control equipment, 
repowering, refueling or retirement of the unit. The plainti ffs seek a judgment declaring that the defendants beached the lease, must satisfy 
obligations related to installation of emission control equipment and indemnify the plaintiffs. The New York court granted a motion to 
transfer this case to the U.S. District Court for the Southern District of Ohio. 

AEGCo and 1&M sought and wei·e granted dismissal by the U.S. District Court for the Southern District of Ohio of certain of the plaintiffs' 
claims, including claims for compensatory damages. breach of contract. breach of the implied covenant of good faith and fair dealing and 
indemnification of costs. Plaintiffs voluntarily disinissed the surviving claims that AEGCo and 1&M failed to exercise prudent utility 
practices with prejudice, and the court issued a final judgment. The plaintiffs subsequently filed an appeal in the U.S. Court of Appeals for 
the Sixth Circuit. 

In 2017, the U.S. Court oiAppeals for the Sixth Circuit issued an opinion and .judgment affirming the district court's dismissal ofthe owners' 
breach of good faith and fair dealing claim as duplicative of the breach of contract claims, reversing the district courts dismissal of the 
breach of contract claims and remanding the case for further proceedings. 

Thereafter, AEP filed a motion with the U.S. District Court for the Southern District of Ohio in the original NSR l itigation, seeking to modify 
the consent decree. The district court granted the owners' unopposcd motion to stay the lease litigation to afford time for resolution ol'AEP's 
motion to modify the consent decree. The consent decree was modified based on an agreement among the parties in.luly 2019. As part of the 
modification to the consent decree, 1&M agreed to provide an additional $7.5 million to citizens' groups and the states for environmenta] 
mitigation projects. As joint owners in the Rockport Plant, the $7.5 million payment was shared between AEGCo and 1&M based on the joint 
ownership agreement. The district court entered a stay that expired in February 2020. Settlement negotiations are continuing, and the parties 
filed a.ioint proposed case schedule in February 2020. See "Modification of the New Source Review Litigation Consent Decree" section of 
Management's Discussion and Analysis of Financial Condition and Results oi'Operations for additional in formation. 

Management will continue to defend against the claims. Given that the district court dismissed plaintiffs' claims seeking compensatory relief 
as premature, and that plaintiffs have yet to present a methodology for determining or any analysis supporting any alleged damages, 
management cannot determine a range of potential losses that is reasonably possible of occurring. 
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Patent Infringement Complaint (Applies to AEP, AEP Texas and SWEPCo) 

In July 2019, Midwest Energy Emissions Corporation and MES Inc. (collectively, the plaintiffs) filed a patent infringement complaint against 
various parties, including AEP Texas, AGR, Cardinal Operating Company and SWEPCo (collectively, the AEP Defendants). The complaint 
alleges that the AEP Defendants infringed two patents owned by the plaintiffs by using specific processes for mercury control at certain coal-
fired generating stations. The complaint seeks injunctive relief and damages. Management will continue to defend against the claims. 
Management is unable to determine a range of potential losses that is reasonably possible of occurring. 

Claims Challenging Transition of American Electric Power System Retirement Plan to Cash Balance Formula 

The American Electric Power System Retirement Plan (the Plan) has received a letter written on behalf of four participants (the Claimants) 
making a claim for additional plan benefits and purporting to advance such claims on behalfofa class. When the Plan's benefit formula was 
changed in the year 2000, AEP provided a special provision for employees hired before January I, 2001, allowing them to continue benefit 
accruals under the then benefit formula for a full 10 years alongside of the new cash balance benefit formula then being implemented. 
Employees who were hired on or after January 1,2001 accrued benefits only under the new cash balance benefit formula. The Claimants 
have asserted claims that (a) the Plan violates the requirements under the Employee Retirement Income Security Act (ERISA) intended to 
preclude back-loading the acct-ual of benefits to the end of a participanfs career: (b) the Plan violates the age discrimination prohibitions of 
ERISA and the Age Discrimination in Employment Act (ADEA); and (c) the company failed to provide required notice regarding the 
changes to the Plan. AEP has responded to the Claimants providing a reasoned explanation for why each of their claims have been denied, 
and the denial to those claims have been appealed to the AEP System Retirement Plan Appeal Committee. Management will continue to 
defend against the claims. Management is unable to determine a range of potential losses that are reasonably possible oioccurring. 
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6. ACOUISITIONS 

The disclosures in this note apply to AEP unless indicated otherwise. 

Sempra Renewables LLC (Generation & Marketing Segment) 

in April 2019, AEP acquired Sempra Renewables LLC and its ownership interests in 724 MWs of wind generation and battery assets valued 
at approximately $1.1 billion. This acquisition is pal·t of AEP's strategy to grow its renewable generation portfolio and to diversi6 generation 
resources. AEP paid $580 million in cash and acquired a 50% ownership interest in five non-consolidated joint ventures with net assets 
valued at $404 million as of the acquisition date (which includes $364 million of existing debt obligations). Additionally, the transaction 
included the acquisition oftwo tax equity partnerships and the associated recognition of noncontrolling tax equity interest of $135 million. 

Upon closing of the purchase, Sempra Renewables LLC was legally renamed AEP Wind Holdings LLC. AEP Wind Holdings LLC develops, 
owns and operates. or holds interests in, wind generation facilities in the United States. The operating wind generation portfolio includes 
seven wind farms, Five wind farms are jointly-owned with BP Wind Energy, and two wind farms are consolidated by AEP and are tax equity 
partnerships with nonaffiliated noncontrolling interests. All seven wind farms have long-term PPAs for 100% of their energy production. 

Parent has issued guarantees over the performance of the .joint ventures. I f a joint venture were to default on payments or performance, Parent 
would be required to make payments on behalf ofthe joint venture. As of March 31.2020. the maximum potential amount of future payments 
associated with these guarantees was $175 million. with the last guarantee expiring in December 2037. The non-contingent liability recorded 
associated with these guarantees was $33 million. with an additional $1 million expected credit loss liability for the contingent portion of the 
guarantees. Management considered historical losses, economic conditions. and reasonable and supportable forecasts in the calculation of the 
expected credit loss. As the joint ventures generate cash flows through PPAs. the measurement of the contingent portion of the guarantee 
liability is based upon assessments ofthe credit quality and default probabilities of the respective PPA counterparties. 
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7. BENEFIT PLANS 

The disclosures in this note apply to all Registrants except AEPTCo unless indicated otherwise. 

AEP sponsors a qualified pension plan and two unfunded nonqualified pension plans. Substantially ali AEP employees are covered by the 
qualified plan or both the qualified and a nonqualified pension plan. AEP also sponsors OPEB plans to provide health and life insurance 
benefits for retired employees. 

Components of Ne, Periodic Benefit Cost 

The following tables provide the components ofnet periodic benefit cost (credit) by Registrant for the plans: 

AEP 

Pension Plans OPEB 
Three Months Ended March 31, 
2020 2019 

Three Months Ended March 31, 
2020 2019 

(in millions) 
Service Cost $ 28.0 $ 23.9 $ 25 $ 24 
Interest Cost 42 0 51 1 99 126 
Expected Return on Plan Assets (66 2) (74 0) (23 9) (23 4) 
Amort,zatlon of Prior Service Credit - - (17 4) (173) 
Amortization ofNet Actuarial Loss 23 4 144 15 55 
Net Periodic Benefit Cost (Credit) $ 27.2 $ 15 4 $ (27 4) $ (20 2) 

AEP Texas 

Pension Plans OPEB 
Three Months Ended March 31, 

2020 2019 
Three Months Ended March 31, 

2020 2019 
(in millions) 

Service Cost $ 2.6 $ 21 $ 02 $ 02 
Interest Cost 35 44 08 10 
Expected Return on Plan Assets (5 7) (64) (2 0) (2 0) 
Ainortization of Pnor Service Credit - - ( 14) (I 5) 
Amortization ofNet Actuartal Loss 19 12 01 05 

Net Periodic Benefit Cost (Credit) $ 23 $ 13 $ (2 3) $ (I 8) 

APCo 

Pension Plan b OPEB 

Three Months Ended March 31, Three Months Ended March 31, 
2020 2019 2020 2019 

(in millions) 
Service Cost $ 26 $ 24 $ 03 $ 03 
hiterest Cost 51 63 16 22 
Expected Return on Plan Assets (8.4) (9.4) (3 6) (3 7) 
Amortization of Prior Service Credit - - (2 5) (2 5) 
Amortization of Net Actuarial Loss 2.8 18 02 0,9 
Net Periodic Benefit Cost (Credit) $ 21 $ 11 $ (4 0) $ (2 8) 
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1& M 

Pension Plans OPEB 
Three Months Ended March 31, Three Months Ended March 31, 

2020 2019 2020 2019 

(in millions) 
Service Cost $ 39 $ 34 $ 03 $ 03 
Interest Cost 49 60 l 2 1.5 
Expected Return on Plan Assets (8 3) (92) (2 9) (2 8) 
Ainortization of Ptior Service Credit - (2 4) (2 4) 
Amortization of Net Actuarial Loss 2.7 16 02 0.7 
Net Periodic Benefit Cost (Credit) $ 32 $ ]8 $ (3 6) $ (2 7) 

OPCo 

Pension Plans OPEB 
Three Months Ended March 31, Three Months Ended March 31, 

2020 2019 2020 2019 
(in millions) 

Service Cost $ 2.4 $ 20 $ 02 $ 02 
Interest Cost 39 47 10 14 
Expected Return on Plan Assets (6.6) (7 3) (2 6) (2 7) 
Amornzation of Prior Service Credit - - (1 8) (I 7) 
Amortlzation of Net Actuarial Loss 21 13 02 06 
Net Periodic Benefit Cost (Credit) $ 1 8 $ 07 $ (3 0) $ (2 2) 

pso 
Pension Plans OPEB 

Three Months Ended March 31, Three Months Ended March 31. 
2020 2019 2020 2019 

On millions) 
Service Cost $ 1.8 $ 16 $ 0.2 $ 0.2 
Interest Cost 21 26 05 07 
Expected Return on Plan Assets (3.6) (41) (13) (1 3) 
Amortization of Prior Service Credit (I 1) (1 1) 
Amortization ofNet Actuarial Loss 12 08 01 03 
Net Periodic Benefit Cost (Credit) $ 15 $ 09 $ (I 6) $ (1 2) 

SW E PCo 

Pension Plans OFEB 

Three Months Ended March 31, 
2020 2019 

Three Months Ended March 31, 
2020 2019 

(in millions) 
Service Cost $ 25 $ 21 $ 0.2 $ 0.2 
Interest Cost 25 31 0,6 08 
Expected Return on Plan Assets (3 9) (4.4) (1.5) (1.5) 
Amortization of Prior Seivice Ciedit - ( 1 3) (1 3) 
Amortization of Net Actuarial Loss 14 09 01 0.3 
Net Periodic Benefit Cost (Credit) $ 2 5 $ 17 $ (19) $ (1 5) 

133 

Sponsored By. Michael Baird 

4782 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 156 of 351 

8. BUSINESS SEGMENTS 

The disclosures in this note apply to all Registrants unless indicated otherwise. 

AEP's Reportable Segments 

AEPs primary business is the generation. transmission and distribution of electricity. Within its Vertically Integrated Utilities segment, AEP 
centrally dispatches generation assets and manages its overall utility operations on an integrated basis because of the substantial impact of 
cost-based rates and regulatory oversight. Intersegment sales and transfers are generally based on underlying contractual art*angements and 
agreements. 

AEP's reportable segments and their related business activities are outlined below: 

Vertically Integrated Utilities 

• Generation, transmission and distribution of electricity for sale to retail and wholesale customers through assets owned and operated 
by AEGCo, APCo, 1&M, KGPCo. KPCo. PSO. SWEPCo and WPCo. 

Transmission and Distribution Utilities 

• Transmission and distribution of electricity for sale to retail and wholesale customers through assets owned and operated by AEP 
Texas and OPCo. 

• OPCo purchases energy and capacity to serve SSO customers and provides transmission and distribution services for all connected 
load. 

AEP Transmission Holdco 

• Development, construction and operation ol'transmission facilities through investments in AEPTCo. These investments have FERC-
approved ROEs. 

• Development, construction and operation of transmission facilities through investments in AEP's tmnsmission-only joint ventures. 
These investments have PUCT-approved or FERC-approved ROEs. 

Generation & Marketing 

• Competitive generation in ERCOT and PJM. 
Contracted renewable energy investments and management services. 

• Marketing, risk management and retail activities in ERCOT, P.IM, SPP and MISO. 

The remainder of AEP's activities is presented as Corporate and Other. While not considered a reportable segment, Corporate and Other 
primarily includes the purchasing of receivables from certain AEP utility subsidiaries, Parent's guarantee revenue received from affiliates, 
investment income, interest income, interest expense. income tax expense and other nonallocated costs. 

134 

Sponsored By Michael Baird 

4783 



Schedule J-2 (1Q - 2020 AEP Form 10-Q) 
Page 157 of 351 

The tables below present AEP's reportable segment income statement information for the three months ended March 31,2020 and 2019 and 
reportable segment balance sheet in formation as of March 31,2020 and December 31,2019. 

Three Months Ended March 31, 2020 
Vertically Transmission and Generation 
integrated Distribution AEP Transmission & Corporate and Reconciling 

'Jtilities Utilities Holdco Marketing Other (a) Adjustments Consolidated 
(in millions) 

Revenues fiom 

External Customers $ 2,193.0 $ 1,075 2 $ 73] $ 4084 $ (2 2) $ -$ 3,747.5 

Othei Ope,atlng Segments 33 7 31 7 237 I 30 2 22 1 (354 8) -
Total Revenues $ 2,226 7 $ 1,1069 $ 3102 $ 438 6 $ 19 9 $ (354 8) $ 3,747.5 

Net Income (Loss) $ 246 3 $ 1162 $ 1416 $ 30.5 $ (35 3) $ -$ 499.3 

Three Months Ended March 31, 2019 
Vertically Transmission and Generation 
Integrated Distribution AEP Transmis~ion & Corporate and Reconeiling 
l'tilities Utilities Hold co Marketing Other (a) Adjustments Consolidated 

(in millions) 

Revenues fiom 

External Customers $ 2,372 3 $ 1,1798 $ 612 $ 439 7 $ 3.8 $ - $ 4,056 8 
Othei Opei ating Segments 310 42 2 195 2 42 ! 2]7 (332 2) 

Total Revenues $ 2,403 3 $ 1,222 0 $ 2564 $ 4818 $ 25.5 $ (332 2) $ 4,056 8 

Net Income (Loss) $ 303 6 $ 156.5 $ 125 2 $ 39 2 $ (50 4) $ -$ 574 1 
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March 31,2020 

Vertically l'ransmission AEP Generation 
Integrated and Distribution 'Transmission & Grporateand Reeonciling 

tjtilities Utilities Iloldco Marketing Other (a) Adjustments Consolidated 

(in millions) 
Total Property, Plant and 

Equipment $ 47,764 3 $ 20,182 8 $ 10,662 9 $ 1,753 2 $ 408 3 $ (354 5) (b) $ 80,417 0 
Accumulated Depieciation 

and Amortization 14,821 8 3,964 6 464 0 116 9 187 3 (186 5) (b) 19,368 I 
Total Property Plant and 

Equipment - Net $ 32,942 5 $ 16,2182 $ 10,1989 $ 1,6363 $ 221 0 $ (1680) (b) $ 61,048.9 

Total Assets $ 41,020 5 $ 18,892 5 $ 11,484 8 $ 3,2164 $ 7.033 6 (c) $ (3,923 8) (b) (d) $ 77,724 0 

Long-term Debt Due Within 
One Year: 

Affiliated $ 200 $ -$ -$ -$ - S (20 0) $ 
Nonaffiltated 1,316.3 289 0 - - 504 4 (e) - 2,109 7 

Long-term Debt: 

Affiliated 390 - -- (39 0) -
(e) 

Nonaffiliated 11,6410 6,585 5 3,600 3 - 3,956 2 - 25,783 0 

Total Long-term Debt $ 13,016 3 $ 6,874 5 $ 3,600 3 $ ·- $ 4,460 6 $ (59,0) $ 27,892 7 

Decembet·31,2019 
Vertically 'iransmission AEP Generation 
Integrated and Distribution Transmission & Coiporate and Reconciling 

tjtilities Utilities Holdco Marketing Other (a) Adjustments Consolidated 

(in millions) 
Total Property, Plant and 

Equipment $ 47,323 7 $ 19,773 3 $ 10,334 0 $ 1,650 8 $ 4184 $ (354 5) (b) $ 79,145 7 
Accumulated Depreciation 

and Ainortization 14.580 4 3,91 ] 2 4189 99 0 184 5 (1864) (b) I 9,007 6 
Total Property Plant and 

Equipment- Net $ 32,743 3 $ 15,8621 $ 9,915 1 $ 1,551 8 $ 233 9 $ (168. 1) (b) $ 60,1381 

Total Assets $ 41,228 8 $ 18,757 5 $ Il,1435 $ 3,123 8 $ 5,440 0 (C) $ (3,801 3) (b)(d) $ 75,892 3 

Long-term Debt Due Within 
One Year: 

Ami iated $ 200 $ -$ -S -$ $ (20 0) $ -
Nonaffiliated 704 7 392 2 - - 501 8 (e) -- 1,598 7 

Long-term Debt: 

Affiliated 39 () (39 0) 

Nonaffiliated 12,1620 6,2481 3,5938 - 3,1229 (e) - 25,126 8 

Total Long-term Debt $ 12,925 7 $ 6,640.3 $ 3,593 8 $ - $ 3,624 7 $ (59 0) $ 26,725 5 

(a) Corporate and Othei primatfly incltides the purchasing of teceivab}es from certam AIP utihty subsidiaries This seginent also inclildes Parent's guarantee revenue ieceived ftom 
affihates, mvestment income. mteiest income. mterest expense and othei nonallocated costs 

(b) Includes climmations due to an intei company finance lease 
(c) Includeselimmationof AEP Parent'sinvestments in wholly-owned subsidiary companies 
(d) Reconcihng Adiustments for rota! Assets prnnarily includc elimmation of intetcompany advances to a ffiliates and mteicompany accounts Ieceivable 
(e) Amounts retlect the mmact of fair value hedge accounting See '-Accoltntmg foi Fai, Vallie Hedging Sttategles" section of Note 10 fot additional mformation 

Registrant Subsidiaries' Reportable Segments (Applies to all Registrant Subsidiaries except AEPTCo) 

The Registrant Subsidiaries each have one reportable segment, an integrated electricity generation, transmission and distribution business for 
APCo, 1&M, PSO and SWEPCo, and an integrated electricity transmission and distribution business for AEP Texas and OPCo. Other 
activities are insignificant. l he Registrant Subsidiaries' operations are managed on an integrated basis because of the substantial impact of 
cost-based rates and regulatory oversight on the business process. cost structures and operating results. 
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AEPTCo's Reportable Segments 

AEPTCo Parent is the holding company of seven FERC-regulated transmission-only electric utilities. The seven Slate Transcos have ken 
identified as operating segments of AEPTCo under the accounting guidance for -Segment Reporting." The State Transcos business consists 
of developing, constructing and operating transmission facilities at the request of the RTOs in which they operate and in replacing and 
upgrading facilities, assets and components of the existing AEP transmission system as needed to maintain reliability standards and provide 
service to AEP's wholesale and retail customers. The State Transcos are regulated for rate-making purposes exclusively by the FERC and 
earn revenues through tarifrrates charged for the use of their electric transmission systems. 

AEPTCo's Chief Operating Decision Maker makes operating decisions, allocates resources to and assesses performance based on these 
operating segments. 'rhe State Transcos operating segments all have similar economic characteristics and meet all of' the criteria under the 
accounting guidance for''Segment Reporting" to be aggregated into one operating segment. As a result, AEPTCo has one reportable segment. 
The remainder ofAEPTCo's activity is presented in AEPTCo Parent. While not considered a reportable segment, AEPTCo Parent represents 
the activity ofthe holding company which primarily relates to debt financing activity and general corporate activities. 

The tables below present AEPTCo's reportablc segment income statement information l'or the three months ended March 31,2020 and 20]9 
and reportable segment balance sheet information as of March 31,2020 and December 31.2019. 

Three Months Ended March 3 l, 2020 
Reconciling AEPTCo 

State Transcos AEPTCo Parent Adjustments Consolidated 

(in millions) 

Revenues fiom 

External Customers $ 613 $ - $ $ 6] 3 

Sales to AEP Affiliates 233.7 - 233 7 

Other Revenues 0.6 - - 06 

Total Reven ues $ 295 6 $ - $ - $ 295 6 

Inteiest Income $ 0 2 $ 34 0 $ (33 4) (a) $ 08 

Interest Expense 29 6 33.4 (33 4) (a) 29 6 

Income Tax Expetise 31 8 - - 31 8 

Net Income $ ] 17 3 $ 0 5 (b) $ $ 117 8 

Three Months Ended March 31, 2019 
Reconeiling AEPTCo 

State Transcos AEPTCo Parent Adjustments Consolidated 

(in millions) 

Revenues from 

External Customers $ 50.3 $ $ $ 50 3 

Sales to AEP Affiliates 193 2 - 193 2 

Total Revenues $ 243 5 $ $ - $ ' 243 5 

Interest Income $ 02 $ 28 4 $ (27.9) (a) $ 07 

Interest Expense 21 7 27 9 (279) (a) 2] 7 

Income Tax Expense 27 6 - - 27,6 

Net Income $ 104 2 S 01 (b) $ - $ 104 3 
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March 31,2020 

Reconciling A EPTCo 
State I'ranscos AEPTCo Parent Adjustments Consolidated 

(in millions) 

Total Transmission Property $ 10,221.2 $ - $ $ 10,221 2 

Accumulated Depieciation and Amortization 445 8 - -- 445 8 

Total Transmission Property - Net $ 9,775 4 $ - $ - $ 9,775.4 

Notes Receivable - Affiliated $ - $ 3,427,8 $ (3,427.8) (c) $ _ 

Total Assets $ 10,150 9 $ 3,562.7 (d) $ (3,513.7) (e) $ 10,199.9 

Total Long-term Debt $ 3,465.0 $ 3,427 8 $ (3,465 0) (c) $ 3,427 8 

December 31,2019 
Reconciling AEPTCo 

State 'lmnscos A EPTCo Parent Adjustments Consolidated 

(in millions) 

Total Tiansmission Property $ 9,893,2 $ - $ - $ 9,893 2 

Accinnulated Depreciation and Ainot·tization 402 3 - -- 402 3 
Total Transmission Property - Net $ 9,490 9 $ - $ - $ 9,490 9 

Notes Receivable - Affiliated $ - $ 3,427 3 $ (3,427 3) (c) $ 

Total Assets $ 9,865 0 $ 3,5191 (d) $ (3,493 3) (e) $ 9,890.8 

Total Long-term Debt $ 3,465.0 $ 3,427.3 $ (3,465.0) (c) $ 3,427 3 

(a) Ehmtnation of intel company inteiesl mcomehnterest expense on affiliated debt airangement 
(b) Includes the elitnmation of ACPTCo Patent s equity earnings in the State Tianscos 
(c) [.Iiinination ofmtetcompany debt 
(d) Includes the ehmination of A EPTCo Patent's investments in State Ti anseos 
(e) Primarily relates to the elimmation of Notes Receivabie fi·om the State Transcos 
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9. DERIVATIVES AND HEDGING 

The disclosures in this note apply to all Registrants unless indicated otherwise. For the periods presented. AEPTCo did not have any 
derivative and hedging activity. 

OBJECTIVES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS 

A EPSC is agent for and transacts on behalf of' AEP subsidiaries, including the Registrant Subsidiaries. AEPEP is agent for and ti·ansacts on 
behal f of other AEP subsidiaries. 

The Registrants are exposed to certain market risks as maior power producers and participants in the electricity. capacity, natural gas, coal 
and emission allowance markets. These risks include commodity price risks which may be subject to capacity risk, interest rate risk and 
credit risk. These risks represent the risk of' loss that may impact the Registrants due to changes in the underlying market prices or 
rates. Management utilizes derivative instruments to manage these risks. 

STRATEGIES FOR UTILIZATION OF DERIVATIVE INSTRUMENTS TO ACHIEVE OBJECTIVES 

Risk Management Strategies 

The strategy surrounding the use of derivative instruments primarily focuses on managing risk exposures, future cash flows and creating 
value utilizing both economic and formal hedging strategies. The risk management strategies also include the use of derivative instruments 
for trading purposes which focus on seizing market opportunities to create value driven by expected changes in the market prices of the 
commodities. To accomplish these objectives, the Registrants primarily employ risk management contracts including physical and financial 
forward purchase-and-sale contracts and, to a lesser extent. OTC swaps and options. Not all risk management contracts meet the definition of 
a derivative under the accounting guidaiice for ~'Derivatives and Hedging." Derivative risk management contracts elected normal under the 
normal purchases and normal sales scope exception are not subject to the requirements ofthis accounting guidance. 

The Registrants utilize power. capacity, coal. natural gas. interest rate and. to a lesser extent, heating oil, gasoline and other commodity 
contracts to manage the risk associated with the energy business. The Registrants utilize interest rate derivative contracts in order to manage 
the interest rate exposure associated with the commodity portfolio. For disclosure purposes. such risks are grouped as "Commodity." as these 
risks are related to energy risk management activities. The Registrants also utilize derivative contracts to manage interest rate risk associated 
with debt financing. For disclosure purposes, these risks are grouped as "Interest Rate." The amount of risk taken is determined by the 
Commercial Operations, Energy Supply and Finance groups in accordance with established risk management policies as approved by the 
Finance Committee of the Board of Directors. 
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The following tables represent the gross notional volume of the Registrants' outstanding derivative contracts: 

Notional Volume of Derivative Instruments 
March 31, 2020 

Primary Risk Unit of 
Exposure Nleasure AEP AEPTexas APCo 1&&1 OPCo PSO SWEPCo 

(in millions) 
Commodity 

Power MWhs 305.4 - 38.7 18.5 3.2 5.9 1.7 
Natural Gas MMBtus 42.3 - - - - - 10.7 
Heating Oil and Gasoline Gallons 5.0 1.3 0 8 0.5 1.0 0.5 0.7 
Interest Rate USD $ 137 1 $ -$ -$ -$ -$ -$ -

Interest Rate on Long-term 
Debt USD $ 650 0 $ - $ 150 0 $ -$ -$ -$ 

December 31, 2019 

Primary Risk Unit of 
Exposure Measure AEP AEP Texas APCo I&M Opco PSO SWEPCo 

(in millions) 
Commodity 

Power MWhs 365.9 - 61 0 26 8 7.1 14.9 4.4 
Natural Gas MMBtus 40 7 - - - - - 116 
Heating Oil and Gasoline Gallons 6.9 1.8 11 0.6 1.4 0.7 09 
Interest Rate USD $ 1401 $ -$ -$ -$ -$ -$ -

Interest Rate on Long-term 
Debt USD $ 625.0 $ -$ -$ - - -$ 

Fair Value Hedging Strategies (Applies to AEP) 

Parent enters i nto interest rate derivative transactions as part of an overall strategy to manage the mix of fixed-rate and floating-rate debt, 
Certain interest rate derivative transactions effectively modify exposure to interest rate risk by converting a portion of fixed-rate debt to a 
floating-rate. Provided specific criteria are met. these interest rate derivatives may be designated as fair value hedges. 

Cash Flow Hedging Strategies 

The Registrants utilize cash Ilow hedges on certain derivative transactions for the purchase and sale of power C'Commodity') in order to 
manage the variable price risk related to forecasted purchases and sales. Management monitors the potential impacts of commodity price 
changes and, where appropriate. enters into derivative transactions to protect profit margins for a portion of future electricity sales and 
purchases. The Registrants do not hedge all commodity price risk. 

The Registrants utilize a variety of interest rate derivative transactions in order to manage interest rate risk exposure. The Registrants also 
utilize interest rate derivative contracts to manage interest rate exposure related to future borrowings of fixed-rate debt. The Registrants do 
not hedge all interest rate exposure. 
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ACCOUNTING FOR DERIVAT]VE INSTRUMENTS AND THE IMPACT ON THE FINANCIAL STATEMENTS 

l'he accounting guidance for "Derivatives and Hedging" requires recognition of all qualifying derivative instruments as either assets or 
liabilities on the balance sheets at fair value. The fair values of derivative instruments accounted for using MTM accounting or hedge 
accounting are based on exchange prices and broker quotes. lia quoted market price is not available, the estimate of fair value is based on the 
best information available including valuation models that estimate future energy prices based on existing market and broker quotes. supply 
and demand market data and assumptions. In order to determine the relevant fair values of the derivative instruments, the Registrants apply 
valuation adjustments for discounting. liquidity and credit quality. 

Credit risk is the risk that a counteipaity wiH fail to perform on the contract or fail to pay amounts due. Liquidity risk represents the risk that 
imperfections in the market will cause the price to vary from estimated fair va]ue based upon prevailing market supply and demand 
conditions. Since energy markets are imperfect and volatile, there are inherent risks related to the underlying assumptions in models used to 
fair value risk management contracts. Unforeseen events may cause reasonable price curves to differ from actual price curves throughout a 
contract's term and at the time a contract settles. Consequently. there could be significant adverse or favorable effects on future net income 
and cash flows i f market prices are not consistent with management's estimates of current market consensus for forward prices in the current 
period. This is particularly true for longer term contracts. Cash flows may vary based on market conditions, margin requirements and the 
timing of settlement of risk management contracts. 

According to the accounting guidance for "Derivatives and Hedging,- the Registrants retlect the fair values of derivative instruments subject 
to netting agreements with the same counlerparty net of related cash collateral. For certain risk management contracts. the Registrants are 
required to post or receive cash collateral based on third-party contractual agreements and risk profiles. AEP netted cash collateral received 
from third-parties against short-term and long-term risk management assets in the amounts of $0 and $5 million as of March 31, 2020 and 
December 31. 2019. respectively. AEP netted cash collateral paid to third-parties against short-term and long-term risk management liabilities 
in the amounts of$76 million and $39 million as of' March 31.2020 and December 31, 2019, respectively. APCo netted cash collateral paid 
to third-parties against short-term and long-term risk management liabilities iii the amounts of$5 million and $1 million as of March 31,2020 
and December 31,2019, respectively. The netted cash collateral from third-parties against short-term and long-term risk management assets 
and nelted cash collateral paid to third-parties against short-term and long-term risk management liabilities were immaterial for the other 
Registrant Subsidiaries as of March 31. 2020 and December 31, 2019. 
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The following tables represent the gross fair value of the Registrants' derivative activity on the balance sheets: 

NA!1 

Fair Value of Derivative Instruments 
March 31, 2020 

Risk Gross Amounts G ross Net Amounts of 
Management of Risk Amounts Assets/Liabilities 

Contracts Iledging Contracts Management Offset in the Presented in the 
Assets/ Statement of Statementof 

Liabilities Financial Financial 
Balance Sheet Location Commodity (a) Commodity (a) Interest Rate (a) Recognized Position (b) Position (c) 

(in millions) 

Current Risk Management Assets $ 412 7 $ 13.5 $ 46 $ 430.8 $ (300.4) $ 130.4 

Long-term Risk Management Assets 33 I 6 13 5 52 7 397 8 (74. I) 323 7 

Total Assets 744.3 27.0 57.3 828 6 (374.5) 454 1 

Current Risk Management Liabilities 401.7 103.2 5.3 5102 (353 4) 156.8 

Long-term Risk Manageinent Liabilities 305 9 82 9 --- 388 8 (96,9) 2919 

Total Liabilities 707.6 186.1 5.3 899 0 (450.3) 448 7 

Total MTM Derivative Contract Net 
Assets (Liabilities) $ 36,7 $ (1591) $ 52.0 $ (70 4) $ 75 8 $ 5.4 

December 31, 2019 

Risk Gross Amounts Gross Net Amounts of 
!Management of Risk Amounts Assets/Liabilities 

Contracts Hedging Contracts Management Offset in the Presented in the 
Assets/ Statement of Statement of 

Liabilities Financial Financial 
Balance Sheet Location Commodity (a) Commodity (a) Interest Rate (a) Recogni,ed Position (b) Position (c) 

(in millions) 

Current Risk Management Assets $ 513 9 $ 115 $ 65 $ 531.9 $ (3591) $ 172 8 

Long-term Risk Management Assets 290 8 110 126 3144 (47 8) 266 6 

Total Assets 804.7 225 19.1 846 3 (406 9) 4394 

Current Risk Management Liabilities 424 5 72 3 - 496,8 (382,5) 1143 

Long-term Risk Managenient Liabilities 244 5 75 7 - 320 2 (584) 261 8 

Total Liabilities 669 0 148 0 - 817 0 (440.9) 376.1 

Total MTM Derivative Contract Net 
Assets (Liabilities) $ 135 7 $ (125.5) $ 191 $ 29 3 $ 34 0 $ 63.3 
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A ICI' Texai 
Fair Value of Det ivative Instriment, 

March 31,2020 

Balance Sheet Location 

Ribk Management 

Contractb -

Commodity (a) 

Gross Amounts Offsel 

in the Statement of 
Financial Position (b) 

(in millions) 

Net Amount•; of Asqets/Liab ihlies 

Presented in the Statement of 

Financial Position (c) 

Current Risk Management Assets $ - $ -$ -

Long-term Risk Management Assets -

Total Assets - -

Current Risk Management Liabilities I 2 (1 2) -
Long-teim Risk Management Liabilities -

Total Liabilities 12 (l 2) -

Total MTM Derivative Contract Net Assets (Liabilities) $ (1 2) $ 12 $ -

Decembei·31,2019 

Balance Sheet Location 

Risk Management 

Contracts -

Commodity (a) 

Gross Amounts Offset 

in the Statement of 

Financial Position (b) 

(in millions) 

Net Amounts of Assets/I.iabilities 

Presented in the Statement of 

financial Position (c) 

Current Risk Management Assets $ - $ -$ -
Long-tenn Risk Management Assets -
Total Assets 

Current Risk Management Liabilities -

Long-teim Risk Management Liabilities -

Total Liabilities 

Total MTM Derivative Contract Net Assets $ - $ -$ -

A l)Co 
Fair Value of Dei ivative [nstruments 

March 31,2020 

Balance Sheet Location 

Risk Management 

Contracts -

Commoditr (a) 

Hedgiug 

Contract, -

Interest Rate (a) 

Gross Amounts Offset 
in the Statement ol 

Financial Po9ition (b) 

(in millions) 

Net Amo,ints of A~ets/Liabilities 

Piesented in the Statement of 

Financial Position (c) 

Current Risk Management Assets $ 71 1 $ 03 $ (53 3) $ 18 1 

Long-lei m Risk Management Assets 3 5 - (3 4) 01 

Total Assets 74 6 03 (56 7) 18.2 

Current Risk Management Liabilities 68 3 53 (58 6) 150 

Long-telm Risk Management Liabilities 3 5 -- (3 4) 01 

Total Liabilities 718 53 (62 0) 151 

Total MTM Derivative Contract Net Assets 
(Liabilities) $ 28 S (5 0) $ 53 $ 31 

December 3[,2019 

Risk Management Gross Amounb Offuet Net Amounts of AS,setb/Liab]Iitleb 

Colti·act) - in the Statement of Presented in the Statement of 

Balance Sheet Location Commodily (a) Financml Position (b) Financil Position (c) 

(in millions) 

Current Risk Management Assets $ 124 4 $ (85 0) $ 394 

Long-term Risk Management Assets 09 (08) 01 
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Total Assets 125 3 (85.8) 39 5 

Current Risk Management Liabilities 86 2 (84 3) I 9 

Long-totin Risk Management Liabilities 07 (0 7) 
Total Liabilities 86.9 (85.0) 19 

Total MTM Derivative Contract Net Assets (Uabilities) $ 38.4 $ (0.8) $ 37 6 
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1&M 
Fai,· Value of Derivati,e Instruments 

March 31,2020 

Risk Management Gross Amounts Offs€H Net Amounts of Asiets/Liabilities 

Contracls - iii the Statement of Presented in the Statement of 

Balance Sheet Location Commodity (a) F,nancial Position (b) Financial Position (c) 

(,n millions) 

Current Risk Management Assets $ 42 3 $ (35 6) $ 67 

Long-teim Risk Management Assets 2] (2 0) 01 

Total Assets 44 4 (37 6) 68 

Current Risk Management Liabilities 38 3 (366) 1 7 

[-ong-term Risk Management Liabilities 2 I (2 0) 01 
Total Liabilities 40 4 (38 6) 18 

Total MTM Derivative Contract Net Assets $ 40 $ 10 $ 50 

December 31,2019 

Risk Management Gross Amountb Offbet Net Amounts of Assets/Liabilities 

Contracts - iii the Statement of Presented m the Statement of 

Balance Sheet Location Commodity (a) Financial Position (b) IFinancial Position (c) 

(,n millions) 

Current Risk Management Assets $ 66 9 $ (57 1) $ 98 

Long-tei m Risk Management Assets 05 (0 4) 0 I 
Total Assets 67 4 (57 5) 99 

Current Risk Management Liabilities 55 2 (54 7) 05 

Long-tet m Risk Management Liabilities 04 (04) 

Total Liabitities 55 6 (55 1) 05 

Total MTM Derivative Contract Net Assets (Liabilities) $ 1] 8 $ (24) $ 94 

OPCO 
F„,r Value of Der ivative Insti uments 

March 31.2020 

Balance Sheel I.ocation 

Risk Management 

Contracp; -

Commodity (a) 

Grow Amounts Offset 

in the Statement of 

Financial Po,i on (b) 

(in millions) 

Net Amounts of Assets/Liabilities 

Preiented in the Statement of 

Financial Position (c) 

Current Risk Management Assets $ - $ -$ -

Long-term Risk Management Assets -

l'oral Assets - -

Current Risk Management Liabtitttes 96 (0 9) 87 

Long-teim Risk Management Liabilities I 12 2 1122 

Total Liabilities 121 8 (0 9) 120 9 

Total MTM Derivative Contract Net Assets (Liabi/ities) $ (] 21 8) $ 09 $ (1209) 

Decembei 31,2019 

Balance Sheet Location 

Risk Management 

Conti act, -

Commodity (a) 

Gross Amo,i,]ts Offset 

m the Statement of 

Financial Position (b) 

(m millions) 

Net Amounts of Abbets/Liabilities 

Piesented in the Statement of 

Financial Position (c) 

Current Risk Management Assets $ - $ -$ -

Long-term Risk Management Assets -

Total Assets - - -

Sponsored By: Michael Baird 

4795 



Schedule J-2 (1 Q - 2020 AEP Form 10-Q) 
Page 169 of 351 

Cunent Risk Management Liabilities 73 - 73 

Long-term Risk Management Liabilities 96 3 96 3 

Total Liabiities 1036 - 103 6 

Total MTM Derivative Contract Net Liabilities $ (103.6) $ -$ (103 6) 
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psQ 
F.m Value of Del ivative Inst uments 

Mai eli 31,2020 

Balance Sheet Locafion 

Risk Management 

Contracts -

Commodity (a) 

Gross Ainounh Offset 

m tlie Statement of 

Financial Position (b) 

(in millions) 

Net Amounts of As,etb/Liabilihes 

Presented in the Stntenient of 

Fmancial Position (c) 

Curi ent Risk Management Assets $ 6 7 $ (03) $ 64 
Long-teim Risk Management Assets -

Total Assets 67 (0 3) 64 

Current Risk Management Liabilities 09 (0 8) 
Long-tenn Risk Management Liabi Iities -

Total Liabilities 09 (0 8) 

Total MTM Derivative Contract Net Assets $ 58 $ 05 $ 63 

December 31,2019 

Balance Sheet Location 

Risk Management 

Contracts -

Commodity (a) 

Gross Amounts Offset 

m the Statement of 

Financial Position (b) 

(rn millions) 

Net Amounts of Assets/L,wibilittes 

Presented in the Statement of 

Financial Position (c) 

Current Risk Management Assets $ 16 3 $ (0 5) $ 15 8 

Long-term Risk Management Assets -

Total Assets 163 (0 5) 158 

Current Risk Management Liabilities 05 (0 5) -
Long-tenn Risk Management Liabilities -

Total Liabilities 05 (0 5) -

Total MTM Derivative Contract Net Assets $ ]5 8 $ -$ 158 

SWEPCo 
Fa• Value of Derivative Inbti·um(·nts 

March 31,2020 

Balance Sheet Location 

Current Risk Management Assets 

I.ong-lei m Risk Management Assets 

Total Assets 

Current Risk Management Liabtllttes 

Long-tenn Risk Management Liabilities 

Total Liabilities 

Total MTM Derivative Contract Net Assets (Liabilities) 

Bahtnce Sheet Location 

Current Risk Management Assets 

Long-term Risk Management Assets 

Total Assets 
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Risk Management 

Conti acts -

Commodity (a) 

$ 
27 

27 

29 

29 

58 

$ (3 1) 

December 31, 2019 

Rlsk Management 

Contracts -

Commodity (a) 

$ 65 

65 

Gross Amounts Offset 

m the Statement of 

Financial Position (b) 

(in millions) 

$ (01) 

(01) 

(0 7) 

(0 7) 

$ 06 

Gross Amounts Offiet 
in the Statement of 

Financial Position (b) 

(in millions) 

(01) 

(01) 

Net Amounts of As%et s/Liabilities 

Presented in the Statement of 

Fmlncial Position (c) 

$ 26 

26 

22 

29 

51 

$ (2 5) 

Nel Amounts of Assets/Liabilities 

Pi esented m the Statement of 

Financial Position (c) 

$ 64 

64 
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Current Risk Management Liabilities 2.0 (01) 

Long-tenn Risk Management Liabtl,ties 31 - 31 

Total Liabilities 5 1 (01) 50 

Total MTM Derivative Contract Net Assets $ 14 $ - $ ].4 

(a) Denvative instruments within these categories ai·e i·epoi·ted gioss 'these insti iiments are sub.icct to mastei netting agreeinents and atc piesented on the balance sheets on a net basis in 
accoidance with the accounting guidance for "Dw ivatives and Hedgmg ' 

(b) Amoimts mclude cowtetpaity netting of .sk matiagement and hedging contiacts and associated cash collateral in accoidance with the accomting guidance foi "Detivatives and 
I-lodging ' 

(c) All det native contracts subiect to a master netting mangenient oi similar agieement ate offset in the statement of financral position 
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The tables below present the Registrants' activity of derivative risk management contracts: 

Amount of Gain (Loss) Recognized on 
Risk Management Contracts 

Three Months Ended March 31,2020 

Location of Gain (Loss) AEP AEPI e,as APCo I&M Opco PSO SWEPCo 

(in millions) 
Vertically Integrated Utilities Revenues $ 04 $ -$ -$ -$ -$ -$ -
Generation & Marketing Revenues (103) -
Electric Generation, Transmission and 

Distribution Revenues - - 02 01 - - -
Plltcliased Electricity fbi Resale 01 - 01 

Other Operation (0 2) (0.1) - - (0.1) - -
Maii,tenance (0 2) (01) (01) - -
Regulatory Assets (a) (33 9) (12) (8 9) (0 7) (184) (0 5) (2.0) 
Regulatory Liabilities (a) 11 2 - (7 3) 32 35 81 33 
Total Gain (Loss) on Risk Management 

Contracts $ (32.9) $ (14) $ (160) $ 2.6 $ (15 0) $ 76 $ ].3 

Three Months Ended March 31, 2019 

Location of Gain (Loss) AEP AEP Te,as APCo [&M Opco PSO SWEPCo 

(in millions) 
Vertically Integrated Utilities Revenues $ 0.3$ -$ - $ -$ -$ -$ -
Generation & Maiketing Revenues 27 - -
Electric Generation, Transmission and 

Distribution Revenues - - (0 1) 0 3 - - 0.1 
Pm·chased Electricity foi Resale 14 - - -

Other Operation (0.4) (0.1) (0.1) - (0.1) - -
Maintenance (0 5) (0 l) - (01) - (0 I) 

Regulatory Assets (a) (6.4) 0.6 (21) 03 (8.9) 05 (01) 
Regulatoiy Liabilities (a) (22 0) - (31 7) 66 - 62 47 
Total Gain (Loss) on Risk Management 

Contracts $ (24 9) $ 0.4 $ (34 0) $ 72 $ (91) $ 67 $ 46 

(a) Represents realized and unieal,7ed gains and losses subject to tegulatoiy accolititmg lieatmenl Iecoided as either cll,!cnt ot notlcwtenl on the balance sheets 

Certain qualifying derivative instruments have been designated as normal purchase or normal sale contracts, as provided in the accounting 
guidance for -Derivatives and Hedging." Derivative contracts that have been designated as normal purchases or normal sales under that 
accounting guidance are not subiect to MTM accounting treatment and are recognized on the statements of income on an accrual basis. 

Fhe accounting for the changes in the fair value ofa derivative instrument depends on whether it qualifies f'or and has been designated as part 
of a hedging relationship and further. on the type of hedging relationship. Depending on the exposure. management designates a hedging 
instrument as a fair value hedge or a cash flow hedge. 

For contracts that have not been designated as part of a hedging relationship. the accounting for changes in fair value depends on whether the 
derivative instrument is held for trading purposes. Unrealized and realized gains and losses on derivative instruments held for trading 
purposes are included in revenues on a net basis on the statements of income. Unrealized and realized gains and losses on derivative 
instruments not held for trading purposes are included in revenues or expenses on the statements of income depending on the relevant facts 
and circumstances. Certain derivatives that economically hedge future commodity risk are recorded in the same expense line item on the 
statements of income as that of the associated risk. However, unrealized and sonic realized gains and losses in regulated jurisdictions for both 
trading and non-trading derivative instruments are recoided as regulatory assets (for losses) or regulatory liabilities (for gains) in accordance 
with the accounting guidance for -Regulated Operations.-
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